INDEPENDENT OFFICES APPROPRIATIONS FOR 1953 


THURSDAY, MAY 1, 1952 


Unirep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 10:45 a. m., pursuant to recess, in room 
F-39, the Capitol, Hon. Burnet R. Maybank (chairman of the sub- 
committee) presiding. 

Present: Senators Maybank and Saltonstall. 

Senator Maysank. The meeting will be in order, please. 


DEPARTMENT OF COMMERCE 
MARITIME ADMINISTRATION 


STATEMENTS OF VICE ADM. E. L. COCHRANE, CHAIRMAN- 
ADMINISTRATOR; EARL W. CLARK, DEPUTY MARITIME ADMIN- 
ISTRATOR; H. M. HOCHFELD, ASSISTANT TO THE CHAIRMAN; 
RICHARD A. SPENCER, BUDGET OFFICER; H. J. TIEDEMANN, 
CHIEF, OFFICE OF MARITIME TRAINING; AND CHESTER A. 
HOLDEN, BUDGET AND MANAGEMENT EXAMINER, OFFICE OF 
THE SECRETARY OF COMMERCE 


JUSTIFICATIONS 


Senator Maysank. Admiral, will you go ahead and proceed in 
your own way. I would like to ask three simple questions; but, first 
for the record, I am going to put your letters and the justifications 
into record. 

(The letters and justifications are as follows:) 


Tue SECRETARY OF COMMERCE, 
Washington, March 24, 1952. 
Hon. Burnet R. MAyYBANK, 
Chairman, Subcommittee in Charge of the Independent Offices Bill, 1958, 
United States Senate, Washington, D. C. 

My Dear Senator Maysank: I wish to acknowledge receipt of your letter 
of March 18, relative to the independent-offices appropriation bill for fiscal year 
1953. 

Officers of the Maritime Administration and the Inland Waterways Corpora- 
tion are presently engaged in an analysis of the committee report to determine 
the effects of the recommended reductions. The data with respect to requested 
changes by page and line of the bill as reported to the House will be transmitted 
no later than Tuesday, March 25. 

I sincerely appreciate your courtesy in offering this opportunity. 

Sincerely yours, 
Tuomas W. S. Davis, 
Acting Secretary of Commerce. 
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THE SECRETARY OF COMMERCE, 
Washington, March 26, 1952. 
Hon. Burnet R. Mayrank, 
Chairman, Subcommittee in Charge of the Independent Offices Bill, 1958, 
United States Senate, Washington, D. C. 


My Dear Senaror Mayrank: Reference is made to your letter of March 18 
and the reply of March 24 by Assistant Secretary T. W.S. Davis, relative to the 
independent-offices appropriation bill for 1953, as reported to the House. The 
items for the Inland Waterways Corporation and the Maritime Activities of the 
Department of Commerce are those to which I wish to make special reference. 

The authorization requested by the President for the Inland Waterways Cor- 
poration represents, in my opinion, the minimum necessary for efficient and 
economical operation. The reductions recommended by the House committe 
over and above the voluntary reductions effected by the Corporation since 1946 
will seriously impair operation of a common-carrier water service to shippers and 
consignees in the Mississippi Valley and adjacent areas. 

The Federal Maritime Board and Maritime Administration have been con- 
stantly striving to discharge with greater efficiency and effectiveness the respon- 
sibilities formerly vested in the Maritime Commission. A thorough review has 
been made of personnel and the organization resulting in many shifts in personnel, 
new appointments to executive positions, and a rather complete reorganization. 
This review included the isolation of areas where activity had not been satis- 
factory, and where work was not current; in other words, breaking out the back- 
logs, the road blocks, and concentrating on efforts in clearing them. Although 
excellent progress has been made in acting upon the recommendations of the 
General Accounting Office and the various committees of Congress, much remains 
to be done. 

The funds available for the current fiscal year do not permit of adequate staffing 
to clear up existing backlogs. Therefore, any reductions below the 1952 base 
not only will délay the clearing up of existing backlogs but will create new ones 
which will subject the Administration to further criticism. The staff has done 
an outstanding job in the current national emergency, particularly in furnishing 
critically needed merchant ships for Korea, and in carrying grain to India and 
coal to Europe at a cost considerably less, in my opinion, than if the National 
Shipping Authority had been set up as on independent agency. 

Although this appeal is based on H. R. 7072 as reported to the House, this bill 
as passed by the House on March 21 imposes an additional burden, the Jensen 
amendment, which permits the filling of only one of four vacancies. Operating 
under a similar but less severe amendment last year caused considerable difficulty 
and extra expense. It affected considerably employee morale and, as a result, 
efficiency and productivity suffered. The Jensen amendment last year was so 
worded that it ceased to be operative after the personnel had been reduced to a 
number not in excess of 90 percent of the total number provided for in the esti 
mates. This year it is so worded that the 90 percent feature applies to the total 
number of employees provided in the amounts approved by the House. While 
the reduced appropriations would cause a serious breakdown of the Maritime 
Administration, the additional provisions of the Jensen amendment would have 
very disastrous effects. Considering the vast sums of Government funds invested 
in ships, facilities, and stocks of the Maritime Administration, and in the interest 
of real—not false—economy, I urge that your committee give this appeal your 
most careful consideration. 

I am thoroughly convinced that the significant functions and the intricate 
problems of the Maritime Administration and the Inland Waterways Corporation 
are not comparable with other Government agencies which are subject to the 
same type of avross-the-board general economy policy. Unlike other agencies, 
functions cannot be eliminated and operations deferred without seriously affecting 
all tvpes of business enterprises. 

There are attached statements, in the form and of the character referred to in 
vour letter, indicating necessary changes by page and line of the bill as reported 
However, it is respectfully requested that representatives of the offices concerned 
be afforded an opportunity to present their case for elimination of, or exemption 
from, vacancy-filling restrictions and limitations on passenger-carrying vehicles 
which were added to the bill in the nature of amendments from the floor of the 
House. 

In conclusion, I note the restriction in section 401 of the general provisions 
lines 5 to 23, page 62 of the bill as reported). | respectfully urge elimination of 
this section by your subcommittee. Generally, it would appear that the House 
recognized the necessity for permitting leave accumulation by officers and em- 
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ployees whose post of duty is outside the continental United States in order to 
permit vacations at home. I feel that similar considerations apply to depart- 
mental employees who come from far distances to work in Washington, as well 
as those employees assigned to oversea duty. It is also apparent that special 
consideration has been given those personnel who involuntarily leave the Gov- 
ernment service to join the Armed Forces and yet no consideration is provided 
for employees separated involuntarily through reduction-in-force procedures. 
The provision for payment of accrued annual leave to these employees has always 
been considered a form of unemployment insurance to carry them until they can 
locate new employment. 

While it was stated on the floor of the House that this provision is not retro- 
active, I do not understand why such a statement was not included in the section. 
Should this section stand in its present form, it would appear that immediately 
upon passage of this act employees would be required to use up annual leave 
accrued prior to January 1, 1952, under penalty of forfeiting any such amounts 
unused on June 30. It would be patently impossible for employees to utilize also 
such leave in the limited time remaining, assuming that it were possible from an 
administrative standpoint to permit such extensive leave taking. 

Sincerely yours, 
CHARLES SAWYER, 
Secretary of Commerce. 


MARITIME ADMINISTRATION 
INDEPENDENT OFFICES—GENERAL PROVISIONS 
(House bill, p. 45) 

(House hearings, none) 

LANGUAGE AMENDMENT REQUESTED 


The Department requests the following amendment: Page 46, line 2, strike out 
“thirty-five” and insert “fifteen’’. 
Not covered in House report. 
JUSTIFICATION 


Maritime Administration personnel are located in three major field offices, four 
shipyards, eight reserve-fleet sites, five warehouses, four marine terminals, and 
three foreign areas, in addition to the Washington staff. The present ratio of 
1:115 employees to administer the personnel program which is concerned with an 
unusual variety of technical skills needed for programs such as ship construction, 
ship operations, and related fields, in both classified-service positions and over 
1,000 ungraded positions, has made it impossible to carry on an effective person- 
nel program or to correct obvious weaknesses in the work force. 

To apply the ratio of 1:135 to the staff provided in the President’s budget will 
reduce the personnel staff by 10 employees and permit only the barest functions 
of processing personnel actions and the maintenance of personnel records. Should 
a reduction in the total staff of the Maritime Administration be effected as pro- 
vided in the House bill, together with the stringent ratio of 1:135, the personnel 
staff would be reduced by 13 employees. 

Due to the fact that three-fourths of the Maritime Administration’s personnel 
are in field operations which are spread over wide geographical locations in the 
three coastal areas, the personnel program cannot be carried on from Washington 
alone; therefore, the staff must be spread over four personnel office locations. 
Such a thin distribution will hardly provide staff for the minimum requirements 
imposed by the Civil Service Commission, and it is doubtful whether the classifi- 
cation staff could comply with the survey requirements of the Whitten amend- 
ment. Little or no staff could be assigned to such necessary functions as super- 
visor-development programs, employee incentives and suggestion programs, pro- 
grams for improvement of Wage Board administration and similar productive 
and morale-building activities. The end result will be a greater expense to the 
Federal Government to get the job done. 

The operation of the National Shipping Authority, which is staffed in domestie 
and foreign areas with employees requiring special and technical marine skills, 
has added difficult problems in the fields of recruitment, classification, and other 
activities which are not experienced in a program of an established and stable 
nature. To give priority to these requirements has already necessitated putting 
aside many personnel functions requiring urgent attention. 


95711—52 35 
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Suie ConstRuCcTION 
(House bill p. 46) 


(House hearings, pp. 697-825) 


Estimate : xy $140, 000, 000 
1952 act pense 3 eee 2 .... 12237; 655, 950 
House allowance \ j 140, 000, 000 


1 Appropriation of $165,000,000 and reappropriation of $62,655,950. 


AMENDMENT REQUESTED 
No request is made by the Department to change the House bill. 


EXTRACT FROM HOUSE BILL 


(P. 23) 


“Ship construction.—The committee has ineluded in the bill the budget estimate 
of $140,000,000 for continuation of construction of the Mariner-class cargo 
vessels which were authorized ia the Second Supplemental Appropriation Act, 
1951. The present program consists of the construction of 35 such vessels. The 
program is progressing satisfactorily, and it is estimated that deliveries will be 
made beginning in September 1952. A total of $71,681,470 will be required 
following the fiscal year 1953 for tlre completion of this cargo-vessel program.”’ 


OPERATING-DIFFERENTIAL SUBSIDIES 
(House bill p. 47) 


(House hearings, pp. 697-825) 
Estimate _ - - ; $50, 000, 000 
1952 act ‘ _.. 20, 000, 000 
House allowance (a reduction of $30,000,000 in the estimate) . 20, 000, 000 


AMENDMENT REQUESTED 
No request is made by the Department to change the amount in the House bill. 
LANGUAGE AMENDMENT REQUESTED 


Page 48, lines 12—14, strike out ‘‘of sixteen hundred, of which one hundred shall 
be for new operators, and which number shall include the number of voyages 
under contracts hereafter awarded” and insert ‘‘of sixteen hundred, which number 
shall include the number of voyages under contracts hereafter awarded and of 
which one hundred shall be for operators who have not held contracts prior to 
July 1, 1951’. 

EXTRACT FROM HOUSE REPORT 


(P. 23) 


‘“* * * The committee considered an amendment to the 1952 provision 
regulating the number of voyages available to subsidized operators. The budget 
proposal contemplated the authorization of 1,650 such voyages without limitation. 
The committee has reduced this limitation to 1,600 with the further limitation 
that 100 such voyages shall be for new operators, and it urges the Commission 
to give every consideration to requests from new operators in order that the 
monopoly which has existed in this field may be broken and deserving new oper- 
ators may receive some of the benefits which have been restricted to a 
fo, 2h: er 

JUSTIFICATION 


The purpose of the proposed amendment is-merely to revise in the bill, as 
reported to the House, the two qualifying clauses on the total number of voyages, 
1,600, and make clear the intent as to the companies which should be considered 
as ‘‘new operators.” 

SALARIES AND EXPENSES 


(House bill, p. 48) 
(House hearings, pp. 697-825) 
Estimate $16, 860, 000 


1952 act 16, 515, 140 
House allowance (a reduction of $2,484,300 in the estimate)_______ 14, 375, 700 
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AMENDMENT REQUESTED 


The Department requests the following amendments: 

(1) Page 48, line 18, strike out “$14,375,700” and insert ‘‘$16,860,000”, the 
estimate, or an increase of $2,484,300. 

(2) Page 48, line 21, strike out ‘fone’ and insert “five”, the estimate, or an 
increase of four. 

(3) Page 49, line 1, strike out “not to exceed $130,700 for expenses of travel;”’. 

(4) Page 49, line 3, strike out ‘‘$8,099,700” and insert “$9,212,000”, the esti- 
mate, or an increase of $1,112,300. 

(5) Page 49, lines 6-12, strike out ‘‘: Provided further, That funds transferred 
to this appropriation from the Vessel Operations Revolving Fund established 
under the provisions of Public Law 45, Eighty-second Congress, shall not exceed 
a sum sufficient to provide for the employment of in excess of three hundred 
employees at any time during the current fiscal year’. 

(6) Page 49, line 15, strike out ‘‘one”’ and insert ‘“‘three’’, the estimate, or an 
increase of two. 

(7) Page 49, line 16, strike out ‘“‘and not to exceed $2,200 for expenses of travel,’’. 

(8) Page 49, line 17, strike out ‘$1,764,000 and insert ‘‘$2,078,000”, the 
estimate, or an increase of $314,000. 

(9) Page 49, line 18, strike out ‘'$4,512,000” and insert ‘$5,570,000’, the 
estimate, or an increase of $1,058,000. 

(10) Page 49, lines 18-19, strike out ‘‘, of which not to exceed $6,650 shall be 
available for expenses of travel’. 


EXTRACT FROM HOUSE REPORT 


Page 2. General comments: ‘“* * * the committee points out that it has 
made a reduction in substantially every item in the bill and that funds recom- 
mended for the fiscal year 1953 will, generally, require a reduction in personnel 
below the 1952 level. In effecting this reduction the committee has required the 
absorption in 1953 of the full amount of funds requested to meet Pay Act increases 
for the fiscal vear 1952, it has denied funds for new positions, and has, generally, 
effected a reduction of about one-third in the estimates for ‘other obligations,’ 
including such items as travel, communications, printing and binding, and so 
forth, and excepting rents and utilities.”’ 

Page 3. General comments: ‘Expenses of travel—The committee is convinced 
that there is serious abuse in connection with the use of funds for travel. Many 
field visits can be avoided, and meetings of regional and other field personnel in 
the District of Columbia can be dispensed with, without impairing the efficiency 
of the service. Strict supervision of travel authorizations should be required by 
heads of agencies. ‘To require economy in this operating cost a limitation has 
been placed on each appropriation in the bill which will effect a saving of one- 
third of the amount for this purpose submitted in the budget estimates.” 

Page 24. “Salaries and expenses.—The committee considered a budget estimate 
of $16,860,000 for this purpose and the bill includes $14,375,700, which is 
$1,275,700 less than the 1952 appropriation ard $2,484,300 below the budget 
estimate. In effecting this substantial reduction in the bud zet estimate the com- 
mittee has followed the practice of denying new personnel in excess of that al- 
lowed for the fiscal year 1952, it has required absorption of a substantial portion 
of funds for pay act increases, and it has effected additional savings in ‘Other 
obligations.’ In connection with the appropriation for reserve fleet expenses the 
committee has specifically denied a request of $300,000 for dredging and $205,000 
for the installation of power lines.” 

Page 25. Limitations and legislative provisions: ‘‘On page 49 in connection 
with the appropriation for salaries and expenses, Maritime Activities, Department 
of Commerce: ‘Provided further, That funds transferred to this appropriation 
from the Vessel Operations Revolving Fund established under the provisions of 
Public Law 45, Eighty-second Congress, shall not exceed a sum sufficient to 
provide for the employment of in excess of three hundred employees at any time 


’») 


during the current fiscal vear;’. 


JUSTIFICATION 


The purpose of these proposed amendments is to obtain— 
1. Full restoration of the reduction of $2,484,300 made by the House in the 
appropriation ‘Salaries and expenses”’ and in the limitations thereunder as follows: 
Administrative expenses, $1,112,300; 
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Maintenance of shipyard facilities, operation of warehouses, and main- 
tenance and operation of terminals, $314,000; 
Reserve fleet expenses, $1,058,000; 

2. The elimination of the limitations on travel expenses under administrative 
expenses, shipyard facilities, ete., and reserve fleet expenses; 

3. The restoration of the reductions made in the number of automobiles that 
we are authorized to purchase: four under administrative expenses and two under 
shipvard facilities, etc.; 

4. The elimination of the limitation on the number of employees that may be 
charged to the revolving fund. 

Before going into the detai's of the effects of these reductions, the following 
genera] comments would seem to be in order: 

The American merchant marine is a vital link in the Nation’s transportation 
system. In time of war it becomes an indispensable auxiliary to our Armed 
Forces. In time of peace it carries cargo and passengers to and from other 
countries and our offshore possessions. 

The programs of the Federal Maritime Board and the Maritime Administration, 
financed by direct annual appropriations, are designed to promote and encourage 
the development of an adequate merchant fleet through five major activities: 

1. The ship construction program provides for the construction of ships either 
for private account or Government account for later sale or charter. This pro- 
gram encourages an orderly program for replacement of old and obsolete vessels 
with new ships of modern aesign and capabilities. 

2. The operating-differential subsidy program enables American ship operators 
to maintain the high standards of wages, salaries, provisions, and accommodations 
in a highly competitive field. The recapture provisions are designed to reduce 
the amount of cash paid as subsidies in times of relative prosperity for ship oper- 
ators and to provide protection against bankruptcy and loss of the ships in time 
of relative inactivity in shipping. 

3. The reserve fleet program is designed to provide a pool of cargo ships avail- 
able for immediete use in times of emergency. The value of the reserve fleet was 
amply demonstrated in connection with the fighting in Korea. 

1. The training program provides a nucleus of trained officers and seamen to 
man the active fleet. The importance of trained officers and seamen cannot be 
overemphasized, since a high degree of technical skill is required in the operation 
of modern ships with high-pressure propulsion and technological advances in 
navigational and cargo-handling equipment. 

5. The assistance given to State marine schools further assures an adequate 
supply of trained men and encourages the maintenance of high standards of in- 
struction. 

In addition, since the creation of the National Shipping Authority in March 
1951, the Maritime Administration has been operating a huge fleet of ships carry- 
ing grain to India, coal to Europe, military cargoes for the Military Sea Trans- 
portation System, and bringing to the United States from various parts of the 
world cargoes of critical materials. These operations are being financed by a 
revolving fund of $20,000,000, receipts from charter hire, per diem rates for the 
ships engaged in transporting military cargoes under the direction of the Military 
Sea Transportation System, and freight, at commercial rates, for cargoes carried 
under the direction of the Mutual Security Agency. 

Since the establishment of the Maritime Administration as a part of the Depart- 
ment of Commerce, a substantial part of the total effort of the administration has 
been directed toward the liquidation of backlogs and the improvement of internal 
systems and procedures to prevent a recurrence of these backlogs and the general 
confusion for which its predecessor agency wes severely criticized. Progress has 
been made in this direction; as backlogs are eliminated and procedures improved 
the staff has been reduced. It is part of the planned program that further reduc- 
tions will be made as the volume of work diminishes. Much remains to be done, 
and with a staff that is willing to continue to make great personal sacrifices 
putting in many hours of overtime at the office and at home, and losing annual 
leave to which they are entitled—it would be imprudent to jeopardize progress to 
date through imposing premature reductions. 

In the area of ship construction it should be noted that the postwar construction 
program will reach its peak in fiscal vear 1953 and consequently it is during 1953 
that the heaviest workload will occur in such vital activities as inspection, sea 
trials and surveys, audit of contracts, and determination of subsidy allowances. 
The Congress has already indicated dissatisfaction with the rate of progress as 
well as the methods used in the determination of subsidies on two completed 
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vessels. Reductions in staff at this time can only compound the difficulties and 
create further delays. To provide adequate protection to the investment of the 
Government in the construction of ships, in excess of $500 million for postwar 
ships alone, it is not only necessary that the present staff be retained but that 
additional personnel be provided in certain areas. More inspectors will be required, 
an accelerated audit program is necessary, and testing activities will be increased 
as a result of the physical progress in the construction of ships already on the 
wavs. It is imperative, therefore, that the staffing of all offices be in balance 
with the progress construction curve of the entire program if genuine economy 
is to be realized. 

In connection with operating-differential subsidies, the Administration is only 
now approaching the point where subsidy rates can be established and kept 
current through adequate studies of the complex competitive factors. A redue- 
tion in personnel based on a general economy policy rather than on a thorough 
and careful analysis of the specific requirements of the Maritime Administration 
would lead inevitably to the same situation for which its predecessor was pre- 
viously criticized. Moreover, it would be a grave injustice to all of the hard- 
working, conscientious employees. 

The estimates for 1953 for the five major activities, financed from direct appro- 
priations, are less than the funds made available for the fiscal year 1952, despite 
the fact that (1) the staff has been substantially reduced under the Jensen- 
Ferguson amendments and the new graduated leave law, (2) staff is Inadequate 
to reduce backlogs and keep new work current, and (3) only minor repairs can 
be made to buildings and facilities in which millions of dollars are invested. 

For the past few months demands have been made daily by office and division 
heads for permission to fill vacant positions in an effort to stave off some of the 
criticism being hurled at our failure to meet planned schedules of work, reduce 
backlogs more rapidly, and keep new work current to prevent increases in backlogs. 

With an inadequate staff and the difficulty of recruiting and being able to retain 
good accountants, auditors, engineers, etc., much overtime is being performed, 
little or no time is available for real planning or proper supervision, and conscs 
quently we are able to perform only with great difficulty the functions thi t 
Congress has authorized and directed us to perform. 

In carrying out the Mariner class ship construction program it is essential, if 
the interest of the Government is to be fully protected, that hull, electrical, 
machinery, and other inspectors be located at the various shipyards where the 
ships are under construction. Now that the steel shortage situation has cleared 
up more work will be under way in 1953 than in 1952, therefore more man-years 
of employment will be required. The present number of inspectors will be 
insufficient, more must be added. Increased travel funds will also be required for 
the same reason. The only increase in travel in 1953 over 1952 was the $20,000 
provided for the ship construction program. 

For the past 2 vears and particularly during the present fiscal vear, we have 
been compelled, because of the inadequacy of funds, to provide essential personnel 
at the expense of other objects of expenditure, which have been reduced to a bare 
minimum. Of the $9,212,000 requested for administrative expenses in 1958, 
$190,000 is for travel and $377,000 for all other objects of expenditure—a very 
small percentage of the total. It would be extremely difficult to operate with 
any degree of satisfaction if they were cut even 5 percent—let alone one-third. 
Consequently, the cut must be applied to personal services. 

In applying the cuts to personal services we must place in one category the 
positions that must be retained, and in another those to which the cuts must 
apply. Key personnel, supervisors, section chiefs, division heads, board members, 
emplovees of the hearing examiners’ and regulation offices, and the security 
forces at the reserve fleets, warehouses, terminals and shipyards, protecting 
billions of dollars of Government property, must be retained; vitally important 
field units with only two employees, such as a representative and a secretary, also 
must be retained. Because the reductions in staff, in most cases, would have to 
be made in the middle and lower-salary brackets a larger number of employees 
(400 to 500 perhaps) would have to be separated than if the cut (dollarwise) were 
applied to allemployees. The separation of so many employees would necessitate 
such a complete revision of the organization structure, realinement of functions, 
classification of positions, revision of procedures and methods, shifting of person- 
nel, moving of furniture and equipment, ete., that the staff offices and housc- 
keeping funetions of the personnel, organization and methods, budget, and office 
service units not only would be unable to perform the workload with their present 
staffs but would require increased staffs at least through 1953. Consequently, 
staffs of these offices would also have to be retained 
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After a determination has been made of the positions to be retained and thos 
to be eliminated and consideration is given to the effect of the chain-action 
“bumping” process (retention rights, veterans’ preference, etc.) the majority of 
the employees retained undoubtedly will have longer years of service, be entitled 
to more days of annual leave per year, with the result that not only will we b 
unable to realize the savings anticipated under the new leave law, but will discover 
in many eases that those retained are not the most effective or productive em- 
ployees, and the shifting that will take place under this competitive process will 
leave units without any employees or ones unfamiliar with the functions to hb: 
performed. This would evoke such confusion and shattered morale that it would 
take years to get back on an even keel. 

It may develop that of the 1,600 employees charged to administrative expenses, 
600 would fall in the category “must be retained’”’ and 1,000 in the category to 
which the cuts must be applied. A reduction of over 280 employees in the latter 
group would mean a 20 percent cut in such offices as the Office of Ship Construc- 
tion, Office of Subsidy and Government Aid, Office of Property and Supplv, Office 
of the Comptroller, and the Office of the National Shipping Authority. The task 
of separating 280 would require the setting up of registers covering 500 or more 
employees. 

The Government has billions of dollars invested in ships, terminals, shipyards, 
warehouses, and stocks of the Maritime Administration. In addition, it approves 
contracts and operating-differential subsidy payments which run into hundreds 
of millions of dollars. We would be remiss in our dutv if we did not stress the 
need for more carefully examining our operations and the funds required to satis- 
factorily carry them out. 

The Maritime Administration has all the problems of a large corporation, 
plus the regulatory functions of the Federal Maritime Board. In addition, its 
funds and operations are subject to all the restrictions, limitations, controls, and 
regulations of the Congress, the General Accounting Office, the Civil Service 
Commission, the Bureau of the Budget, and other agencies of the executive branch. 
To function properly it must be adequately staffed and equipped, and to the 
greatest extent possible be free of restrictions which hamper and retard its opera- 
tions. 

The purpose of setting up a revolving fund to finance ship operations (with a 
limitation of 2 percent of expenses for administration, without any limitation on 
the number of employees to be charged against the fund) was to permit the 
flexibilitv essential to an overation which by its very nature might expand, as it 
has, very ravidly. Therefore, to place a limitation on the number of employees 
that mav be chargeable to such fund is impracticable and nonworkable. 

If the National Shipping Authoritv had been set up as an independent agency 
instead of within the framework of the Maritime Administration, the employees 
required at anv time would far outnumber that required by the Maritime Ad- 
ministration. The functions of the emplovees chargeable to the revolving fund 
are so interwoven with those being performed bv those chargeable to direct 
approvriations that to make any separation would be difficult and would sub- 
stantially increase the workload. 

To applv judiciously the cuts in the direct appropriations and the revolving 
fund would require months of consultation, conferences, and planning. For 
this reason and because of the time limit for presenting this appeal, we are un- 
able at this time to do little more than to explain in general terms the far-reaching 
effects of the cuts. 

Following the appeal on State marine schools herein, there is attached a break- 
down showing by organization units all of the positions in the Maritime Adminis- 
tration which were included in the 1953 estimates. 


Administrative expenses 

(2), (3), and (4): The restoration requested under this activity is for an amount 
of $1,112,300 distributed as follows: 
Personal services __ ___- fade at het omvitcmed ie tds B00 
Travel ; ; 59, 300 
Purchase of automobiles : Bele ohh ee ated : 5, 600 


OE ek Le ee Be ee 1, 112, 300 


Although the House committee report indicates that a part of the reduction 
was made against the estimate for other objects, the amount included is already 
at the bare minimum and therefore the reduction must be applied to personal 
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services. The reduction in the amount requested for personal services represents 
a cut of approximately 18 percent in man-vears of employment in this activity. 
It is apparent that reductions to this extent cannot be made without dislocation 
of the organization and without creating seriovs delays in the completion of work, 
or in some cases complete elimination of activities. An analysis of staffing require- 
ments by organizational unit indicates that the reductions must be applied as 
follows: 

Number of 


Office positions 
Office of Ship Construction _____.- Se gs Bi cee ie a Ae aR ae on 44 
Office of Subsidy and Government Aid_______________- BS Pa te Rae ST Se 28 
Office of Property and Supply i ites nee oe eee lke 67 
National Shipping Authority h Si el hee 26 


Glos Oris ommmizoller......25 5 25. 2s. Se 6 ee be 8; 
IFO er 8 i ah eis etek ee lw . 36 


The statements following indicate briefly the effects of the required reductions 
on the work of each office: 

The request for the replacement of five automobiles was based on a reasonable 
and economical replacement program. With one exception, our vehicles are 8 
vears old or older and our present replacement program is below the replacement 
standards set by the General Services Administration. Maintenance and oper- 
ating costs for these old vehicles are mounting steadily. 

It is requested that restoration be made of $59,300 for administrative-travel 
requirements. More than 50 percent of the budget estimate of $190,000 for 
travel is necessitated by requirements of the ship-construction program. As 
previously indicated, the construction program will reach its peak in fiscal year 
1953, with a resultant heavy workload in inspection, sea trials, audit of contracts, 
and determination of subsidy allowances. This type of travel will have to be 
restricted under the proposed reduction in order to provide essential-travel funds 
for the remaining activities of the Administration. 


Office of Ship Construction 


In the Office of Ship Construction a reduction of 20 percent in personal services 
will require the elimination of 44 positions. This reduction will greatly impair 
operations in connection with the Mariner-class ship construction program which 
will reach peak production volume in 1953, involving expenditures of approxi- 
mately $400,000 per day. 

In the specific specialized activities of the Office of Ship Construction this 
reduction would result in the following: 

(a) Field construction offices.—The personnel in the field offices are responsible 
that ships under construction are well and thoroughly built in accordance with 
plans, specifications, and best workmanship. In the construction of a ship the 
workmanship and details of construction must be constantly observed and tested. 
Because of the fact that faulty workmanship might be hidden, observation and 
inspection must be continuous. The distribution of specialists among inspectors, 
such as hull, machinery, joiner, and electrical, will be such that it will not always 
he possible to have at all vards the specialists required. Inspection under these 
conditions leads to the possibility of defects in ship construction that are not 
apparent at the time and may develop later and endanger not only the invest- 
— of funds but, of far greater importance, the lives of the crew manning the 
snip. 

(b) Division of Preliminary Design.—This Division is responsible for the checks, 
computations, and working up of the preliminary characteristics and designs of 
ships. This work covers not only design work originating in the Maritime Admin- 
istration but a check of designs submitted by various outside organizations and 
companies to the Maritime Administration. In addition to this, the Division 
checks weights on ships under construction to insure they are satisfactory from 
a stability standpoint when completed. The work is most efficiently done if the 
few personnel in the Division are specialists; i. e., arrangement specialist, line 
specialist, weight specialist, ete. Excluding the clerical and supervisory forces 
this Division now has one of each and reduction in force here means a double-up 
and a loss of efficiency. Nevertheless, some reductions must be taken in this 
very small Division. 

(ec) Division of Production.—The Division of Production is responsible for the 
establishment of material control and by far the greatest amount of work in this 
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Division falls under that category, although a certain amount of work is devoted 
to planning for emergency programs. The Division obtains.quotas for critical 
materials from the controls authority, allots them to the consumers, follows up 
on component bottlenecks to eliminate costly shipyard delays, ete. It must be 
realized that in order to do this work the Division must maintain and have on 
hand accurate records of the production situation in each shipyard both for Mari- 
time Administration and civilian programs so far as material demands are con- 
cerned in order to properly fulfill the responsibility for allocating materials. 
Nevertheless, if the proposed cut is made this Division will of necessity be reduced 
from its present level and increased difficulties in the matter of proper allocations 
of material and in the matter of eliminating supply bottlenecks will be certain to 
follow. This, of course, will be reflected back to the shipyards in the form of 
costly delays. 

(D) Division of Estimates.—The Division of Estimates estimates costs of new 
ships, prepares contract recommendations, administers the various phases of 
ship-construction contracts, estimates and obtains agreements of the contractors 
for changes in costs in ships due to changes in plans and specifications, adjudicates 
liquidated damages for delays in delivery of new ships, analyzes shipbuilding 
history for the benefit of various other agencies, including the pricing of ships 
sold under the Merchant Ship Sales Act of 1946, ete. The work in this Division 
is presently far behind because of the preparation of extraneous work, including a 
curve for the appreciation in value of vessels requisitioned under section 902, 
vessels insured by the Administration and private vessels chartered by the 
Government. Material is being prepared for the use of the Department of Justice 
in defending the Government in litigation on vessels sales under the Merchant 
Ship Sales Act of 1946. Cuts in this Division would mean not only that data 
presently necessary for administration would not be assembled, but that backlogs 
of work and claims both of the Administration against vessel purchasers and of 
others against the Administration which have been the subject of criticism by 
the General Accounting Office, will not be adjudicated. The reduction in force 
in this Division will certainly result in increased backlogs of work and increased 
difficulty in administering the Office of Ship Construction and other Divisions 
because of the lack of data for which they are dependent on the Division of 
Estimates. 

(E) Division of Technical Development.—This Division handles the preparation 
and review of specifications and detailed working plans for the construction of 
ships. This is a necessary function to insure that the design of the ships is sound 
from an engineering standpoint and is in conformance with requirements for ship 
construction. This means that all basic machinery, hull, and electrical plans for 
ships are checked in this Division. In addition, this Division inspects all technica! 
material purchased for the Maritime Administration and on particularly important 
components for ship construction witnesses and checks manufacturers’ tests. 
The efficiency and disptach with which this Division functions materially affects 
the progress of construction of ships and the cost and quality thereof. Shipyards 
cannot expeditiously and soundly construct a ship without prompt and expert 
check and comment on the plans to which it proposes to construct. If these 
reductions are made this Division will be cut severely on the technical level which 
will steadily slow down the work and reduce its quality with the very tangible 
results mentioned above. 


Office of subsidy and Government aid 


A reduction of 20 percent in personal services in the Office of Subsidy and 
Government Aid will result in the elimination of 28 positions under the 134 
requested in the President’s Budget and will provide a staff of 106 for these 
activities. 

This reduction will have a most drastic effect upon the work of this office as 
the activities involved are those in which the Comptroller General and Congres- 
sional Expenditures Committees have been repeatedly demanding more intensive 
effort in both liquidating the subsidy-rate backlogs and completing staff work 
required for major policy determinations of the Federal Maritime Board and the 
Secretary of Commerce than has been possible with the existing staff. This 
reduction will result in virtual negation of much of the progress that has been 
made in these highly important areas during the past 2 years. More specific 
reference is given to the effects as it will influence the workload in the following 
areas: 

Operating-cost activities—The staff remaining after applying a 20-percent re- 
duction in operating-cost activities will not even be sufficient to cope with the 
operating-differential subsidy rate calculation workload. While substantial 
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progress has been made in this particular area this year, the best results that can 
be expected by the beginning of fiscal year 1953 is that rate determinations will 
be made through calendar year 1948. On the basis of revised formulae, it has 
taken nearly 2 years to accomplish this much work and in most cases only one 
subsidizable item was involved, namely: wages. 

In calculating rates from January 1, 1949, on, in practically all instances all 
subsidizable items are involved, namely: wages, subsistence, stores, maintenance, 
and repair (not compensated by insurance) and insurance. A substantial amount 
of additional work must be developed on the item of insurance insofar as rates 
are concerned, as this area was not part of the workload for calendar years 1947 
and 1948, since it was waived as a subsidizable item by practically all operators. 
As can readily be seen, this will greatly increase the workload from a volume 
standpoint and the reduction in staff will result in inability to complete the 
remaining backlog of subsidy rates within any reasonable length of time. 

In view of the necessity for concentrating to the fullest possible extent with the 
reduced staff on the calculation of operating-differential subsidy rates, it will be 
necessary to eliminate the entire staff of operations examiners engaged in the 
conduct of operations surveys of the activities and costs of subsidized operators. 
These surveys are required under section 606 (6) of the Merchant Marine Act, 
1936, as amended, and were only recently reinstituted upon strong recommenda- 
tions of the Comptroller General. The work of this staff during a very limited 
time resulted in savings of approximately $300,000 in the operating-subsidy pay- 
ments to one operator. 

This reduction will also require the elimination of the only field employee 
engaged in these activities in New York where much valuable research work has 
been done in securing manifests, itineraries, and manning sales of foreign ships. 
The reduction of this position will completely eliminate one good source of infor- 
mation on data of this type and will make more difficult the task of securing 
specific information on foreign costs. 

Construction-cost activities —This activity has been the subject of severe criti- 
cism by the Comptroller General and in his report to Congress he cited improper 
staffing as the cause for the inaccuracies in construction-differential subsidy calcu- 
lations. This was repeated by the Congress and Expenditure Committees in their 
recommendations to the President. 

The estimate of 10 positions in the President’s budget is the minimum with 
which accurate calculations can be made. A reduction of this small staff would 
result in the inability to keep current and evaluate foreign shipbuilding cost data, 
upon which proper subsidy calculations are based. The interests of the Govern- 
ment will be jeopardized in that it will be impossible to prepare conclusive subsidy 
recommendations to the Federal Maritime Board. 

The immediate effect of the proposed cut would mean that a recalculation of 
subsidy on the superliner, steamship United States, could not properly be made to 
insure the protection of the Government’s interests and at the same time take care 
of current work necessary to properly calculate subsidy on an estimated replace- 
ment of eight ships for four subsidized operators. 

Trade-route activities.—These activities principally consist of (1) review and ap- 
proval of sailing schedules of each vovage in subsidized service; (2) determination 
annually of amount and extent of foreign-flag cargo and passenger competition 
encountered by subsidized companies on each subsidized service, which serves 
as one of the bases used in determining operating-differential subsidy rates; (3) 
the review of foreign-trade routes for the purpose of recommending with respect 
to their essentiality and United States-flag service requirements, including number 
and types of ships and number of sailings; and (4) review of applications for operat- 
ing and construction subsidy and preparation and presentation of material with 
respect to matters requiring determinations by the Maritime Administrator and 
the Federal Maritime Board. All of these activities are expanding with the addi- 
tional possibility of new subsidy operators being added with the increase in author- 
ized sailings. 

In applying the 20-percent reduction in these activities, it has been necessary to 
give consideration to the fact that in items 1, 2, and 4 above they must of necessity 
be maintained on as near a current basis as possible. For this reason any reduc- 
tion to be applied must be made in activities involving the review of trade routes. 
The Comptroller General has already recommended to the Congress and to the 
Secretary of Commerce that comprehensive studies be made to determine the ex- 
tent of foreign-flag competition and redetermine the essentiality of the present 
32 trade routes. Previous studies were made in 1946, based upon information obe 
tained in 1938. In view of the fact that most of this information is now outdated, 
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it is imperative that current determinations be made as to the essential trade 
routes. This reduction of 20 percent, however, will mean that not more than 5 of 
the 16 planned studies can be completed in fiscal year 1953. It will mean that 
the complete review of all routes cannot be completed until well beyond fiscal 
year 1954. 

Contract evaluation and administrative activities —The provision of the House bil! 
that 100 voyages be allocated to new operators will cause a considerable increase 
in the workload of this activity. It will be necessary to review many applications 
that may not finally result in new contracts, but will increase the number of con- 
tracts that must be administered. The present staff of 15 has been unable to 
maintain the indispensable phase of contract-administration work strictly on a 
current basis. The prospect of increased workload and a decrease of 20 percent 
in the staff will inevitably create a backlog in the necessary day-to-day functions. 

Ship-statistics activities —Reduction in the staff of this activity will require 
balancing the very vital work involved in labor data which is required by various 
offices of the Administration against cargo and ship data required in the calcula- 
tion of operating-differential subsidy rates. In view of the absolute neesssity of 
cargo-data statistics as a basic part of the rate-calculating procedure, it will be 
necessary to consider abolishing all work on labor data. The decision to elimi- 
nate this function is made despite the fact that it is reeognized that no statistical 
or aralytical material on maritime-labor activities will be available elsewhere in the 
Government and this activity has had the full support of the Bureau of the Budget. 

The basis of practically all trade-route activities, the calculation of operating- 
differential subsidies, trial examiner and legal matters for hearing purposes, and 
other primary functions of the Maritime Administration is derived from cargo 
data collected, maintained, prepared, and analyzed by this group. 

For the first time since the beginning of 1946, the Cargo Data Branch is ap- 
proaching a current position; a 2-year backlog of work is being eliminated, and 
the Division is at last beginning to reach a position where the Cargo Data Branch 
can produce, on schedule, the minimum work required of it by the Maritime 
Administration, National Shipping Authority, and numerous Government 
agencies, such as Department of Defense and the Office of International Trade, 
which are interested in shipping matters. These data are also used by the Inter- 
state Commerce Commission in rate hearings and other regulatory matters and 
the Mutual Security Agency in determining compliance with the requirement that 
50 percent of foreign-aid cargoes are carried in American ships. It should be 
pointed out that this Branch is only now approaching a position where it can begin 
to carry out the directive of the Bureau of the Budget to act as the source of 
published shipping statistics for the Government. If the 20-percent reduction is 
effected, it should be noted that the Branch can only be expected to produce the 
basic work necessary for subsidy calculations. Furthermore, it is problematical 
if a current position can be maintained in fiscal year 1953 with respect to the 
receipt and processing of the reports from which the very essential basic data 
are obtained. 

Ship-data activities are now supported mainly by contributions from the vessel 
operations revolving fund and the North Atlantic Treaty Organization; any 
further cut in direct activities would greatly hamper the maintenance of statistics 
relating to the status of ships in the merchant fleet and their characteristics, 

Other activities—During fiscal year 1952 there was established at the direction 
of the General Accounting Office a high-level position to review operating and 
construction-differential subsidy rate determinations of the staff. Any reductions 
would necessarily mean the elimination of this important review function. 

It has recently been necessary to increase the staff responsible for the approval 
of applications invelving transfers of United States-flag ships to alien ownership 
and/or foreign registry, due to a 100 percent increase in workload. No decline 
in this activity is expected and if a private tanker-construction program is initiated 
based upon approved sale of less desirable tanker tonnage a decided increase in 
application workload of this type can be expected. 

Office of Property and Supply 

A reduction of 20 percent in personal services in the Office of Property and 
Supply will require a reduction of approximately 67 positions or from 336 as 
provided in the President’s budget to 269. This reduction will necessitate giving 
priority to purchasing and disposal activities which must of necessity be main- 
tained on a current basis so as not to delay ship operation and construction 
programs. In view of the fact that the estimate provided in the President’s 
budget for purchasing and disposal activities was the minimum necessary for the 
anticipated volume, the reduction will require drastic action in other activities 
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of the Office of Property and Supply. The effect of these reductions is demon- 
ae by the following: 

Inventory.— Reduction of personnel engaged in this activity means that no 
getaeean will be made in reducing the backlogged workload of overage and shortage 
statements and consumable inventories and that current physical inventories 
will be delayed to the detriment of the Government. The matter of backlogged 
inventory work has been a subject of concern to the General Accounting Office 
for some time, and the Administration has been severely criticized for failure to 
expedite clearing up of this work. A recent report of the Comptroller General 
indicated satisfaction with the progress now being made in reducing the backlog. 
However, with the staff for 1953 being reduced below the 1952 level, progress 
will cease and the backlog will again build up. Delays in conducting current 
physical inventories will severely handicap ship operations and will cost the 
Government approximately $1,290 to $1,500 per day for each day a ship is kept 
in port awaiting completion of inventory work. 

2. Industrial mobilization —The Maritime Administration is one of seven 
agencies directed by the Munitions Board to conduct industrial mobilization 
planning. In carry ing out this responsibility, personnel engaged in this work 
act as the armed services procurement planning officer for the Department of 
Defense and as claimant procurement officer for the Maritime Administration. 
The planned work accomplishment on which the estimate for fiscal year 1953 was 
based contemplated meeting the mobuization planning schedules established by 
the Munitions Board. The reduction in staff required by the House action means 
that only one-third of the planned work program will be accomplished. This 
retarding of the mobilization planning program will subject the 4 dministration 
to criticism from the Munitions Board, Army, Navy, and Air Force as it will 
delay and hinder planned programs of those agencies. 

3. Port development.—The Maritime Administration and the Army Corps of 
I:ngineers, since 1921, have jointly undertaken continuing studies of phvsical 
equipment of and the economic factors affecting the flow of traffic through United 
States seaports. ‘These studies are published as Port Series Reports and dis- 
tributed to port authorities, steamship companies, railroads, etc., as well as a wide 
variety of major business concerns. The planned program for fiscal year 1953 
contemplated completing four volumes of Port Series covering 20 ports. The 
reduction required by the House action in the staff engaged in this work means 
a reduction of 50 percent in the planned accomplishment, thus delaving the publi- 
‘cation and distribution by the Engineer Corps, although its portion of the job 
will be completed, of two volumes of Port Series. The reduction in this staff 
will also reduce by 25 percent the planned program of preparing port inventories 
and capacities as requested by the National Securities Resources Board for 
Government-wide use. 

4. Field offices.—Action by the House will also require the closing of field offices 
at Seattle, Wash., and Baltimore, Md., which will result in increased travel costs 
which were not provided for in the original estimate and will further add to delays 
in inventory and purchasing activities in the field. 


National Shipping Authority 


In the President’s budget, provision was made under this head for those func- 
tions which are a part of the regular continuing activities of the Maritime Admin- 
istration but assigned organizationally to the National Shipping Authority. The 
positions requested provided for the minimum requirements of the continuing 
operating functions of this office. General agency ship operations activities 
were covered as reimbursable employment payable from the vessel operations re- 
volving fund. <A reduction of 20 percent in personal services against the con- 
tinuing functions will require a reduction of 26 positions from 135 as provided in 
the budget estimate to 109. In view of the fact that the barest minimum require- 
ments were provided for a number of the divisions of the Cffice of Ship Cperations, 
the only areas in which reductions could be applied are in the Divisions of Ship 
Custody and Ship Repair and Maintenance. In all other divisions, a minimum 
staffing provided in most cases not more than one position for some functions. and 
reductions could not be applied in these divisions without eliminating ecmplete 
necessary activities. The effect of this required reduction on the planned pro- 
grams of the Divisions of Ship Custody and Ship Repair and Maintenance is 
described below: 

Ship custody. —Five positions will be eliminated from the ship custody 
branches located in the Atlantic, Gulf, and Pacific coast areas. This reduction 
will eliminate the only positions on the staffs of the coast directors established for 





504 INDFPPENDENT OFFICES APPROPRIATIONS, 1953 


the purpose of assisting the directors in the supervision, administration, and co- 
ordination of reserve fleet activities in their respective coastal areas and would 
detrimentally affect on-the-spot direction and supervision of ship preservation 
activities essential to an efficient and economical operation, which in this case 
concerns a program budgeted in fiscal year 1953 for a sum of $5,570,000. 

B. Ship repair and maintenance.—Twenty-one positions will be eliminated from 
the planned staffing for this Division. Specifically this reduction would require 
reducing the planned subsidized-vessel condition and periodic survey program. 
The President’s budget requested funds and positions which would permit per- 
forming only 1,839 such surveys or 81 percent of a total estimated requirement of 
2,258 surveys, based on 2 condition surveys per vessel and 1 repair survey at the 
end of each subsidized voyage. The effect of the House action is to reduce the 
survey work accomplishment to 1,257 surveys or approximately 55 percent of 
total estimated requirements and 68 percent of the budgeted work program.  Fail- 
ure to accomplish a reasonable number of subsidized vessel and voyage surveys 
could result in a financial loss to the Government considerably in excess of the 
estimated savings to be obtained through a 20-percent reduction in estimated per- 
sonal services costs. This loss will be directly related to the Maritime Adminis- 
tration’s inability to perform survey functions at a level adequate to discharge its 
responsibilities for the supervision and/or review of ship repairs made by sub- 
sidized operators. No reduction in the planned program accomplishment of 215 
mortgage and damage surveys can be made to absorb a portion of the House cut 
as the President’s budget only provided for 22 percent of the total estimated re- 
quirements in these areas. To further reduce the planned program may result in 
a substantial loss to the Government due to owners of mortgaged vessels permitting 
them through lack of proper maintenance and repair to depreciate in value below 
the Government’s equity in the ships or, in the case of damage to subsidized 
vessels, excessive repair charges becoming a factor in determining subsidy pave 
ments. 

Office of the Comptroller 

A reduction of 20 percent in personal services in the Office of the Comptroller 
will require a reduction of approximately 83 positions or from 416, as provided 
in the President’s budget to 333. This reduction is most drastic as it will require 
giving emphasis only to current accounting, auditing, insurance, and credit and 
collection activities, and postponing the liquidation of backlogged work that has 
existed for several years. These backlogs have been a subject of the severest 
possible criticism on the part of the General Accounting Office and various 
congressional committees, and while every effort has been made to liquidate these 
backlogs at the earliest possible time, all work in this direction must necessarily 
cease if this reduction is made. The major problems existing in this backlog 
work at the present time developed from previous premature reductions in staff 
and the effect of this type of action has been only too well demonstrated in the 
present status of work. It would therefore be imprudent and improper to permit 
current work to become backlogged as the cost of restoring this work to a current 
status, as has already been demonstrated over these past recent years, will run 
greatly in excess of keeping it on a current basis in the first instance. 

With reference to these backlogged areas, it would be practically impossible 
to foreeast all of the difficulties that mav be experienced in bringing to a conelusion 
the settlements of backlogged wartime agency accounts if the settlements are 
deferred to a later date, inasmuch as personnel presently engaged in these activi- 
ties, and who are thoroughly familiar with the present status of the work, would 
not be available at a future date for reassignment to these duties. On June 30, 
1950, the accounts of 206 agents of the former War Shipping Administration 
had not been closed and therefore authority had been delegated to the Agents’ 
Accounts Branch of the Division of Accounts to take such action’ as might be 
necessary to liquidate all of the accountings with the least possible delay. As of 
March 20, 1952, releases had been executed with 17 agents: settlements had been 
made with 133 agents; the accounts of 32 agents were ready for settlement and the 
accounts for 41 agents in various stages of being prepared for settlement. Only 
through vears of experience does an employee become qualified to pass upon 
matters that are presented incident to liquidation of agents accounts and the 
transactions involved in connection with the adjustments and settlements are, 
in most instances, the results of operations which occurred prior to 1945 and as 
far back as 1942. From a monetary standpoint, the Government has recovered 
from agents amounts far in excess of the cost of the personnel involved in settling 
these accounts, and furthermore, as a result of account closings and agents being 
able to dispense with books and records, they were of necessity required to main- 
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tain as custodian for the Government, the possibility of claims being filed against 
the Government for additional compensation, was reduced. 

In another backlog area, namely the ship sales predelivery expense settlement 
work, as of February 29, 1952, accountings have been processed of sales involving 
payments aggregating $9,382,193.34 of which, after audit, there was approved 
for payment $7,580,177.66, and disallowed or suspended $1,802,015.68. In 
addition, examination of expenditures previously made by or for the Government’s 
account has resulted in billings against purchasers of vessels of $172,180.65 
during the period from December 1, 1951, through February 29, 1952. 

Another vital backlogged accounting area concerns the liquidation of delin- 
quent accounts receivable, which has been an item of constant criticism. A 
positive program has been in operation for the settlement of these accounts in 
an orderly fashion. This reduction will have the effect of postponing the liqui- 
dation of the delinquent accounts receivable at a time when the progress has 
shaped up to the point where such accounts were being handled for settlement in 
an orderly fashion. 

Should personnel engaged in any of the foregoing backlogged projects be 
reduced to the point where work currently being performed would have to be 
deferred, the Office of the Comptroller would be subjected to the severest criti- 
cism, yet as pointed out previously, such reductions would be inevitable. 

In general, this reduction in the Office of the Comptroller will result in: 
(1) Indefinite postponement of the settlement of wartime War Shipping Adminis- 
tration agency accounts; (2) postponement of productive efforts in settling ship 
sales predelivery expense accounts; (3) postponement of the clearance of war- 
time General Accounting Office exceptions and inquiries; (4) increasing the 
backlog of field audits and of reviews and settlements of field audits; (5) post- 
ponement indefinitely of the settlement of wartime insurance claims (the loss 
of any present employees in this activity is a loss which cannot be remedied at 
a future date, since recruitment of such employees is highly difficult if not prac- 
tically impossible); and (6) postponement of the liquidation of delinquent ac- 
counts receivable. 

Other offices 

Office of the General Counsel.—The reduction of 20 percent in the budget esti- 
mates for the Office of the General Counsel will require a reduction in staff from 
81 to 64 employees. The effect of this reduction on the operations of the office 
would be as follows: 

Legal work in connection with the Mariner ship-construction program would be 
seriously retarded and would undoubtedly affeet the delivery schedule of those 
ships. The legal clearance of operating-differential subsidy contracts would be 
slowed down at a time when an increase in the number of voyages is being author- 
ized, 100 of which are to be assigned to new operators. The presentation to the 
Federal Maritime Board of an estimated 300 rate items during fiscal year 1953 
will be impossible to handle expeditiously with a reduced staff which will further 
delay the issuance of subsidy contracts. Cases involving violations of sections 9, 
37, and 40 (mortgage terms) of the Shipping Act of 1916 are expected to increase 
30 percent during fiscal year 1953. Faced with a reduction in staff, these violations 
sannot be promptly handled and the result will be a direct financial loss to the 
Government. 

The work necessary in connection with the legislative program, which stems 
substantially from congressional staffs, both legislative and investigative, will be 
materially handicapped. All proposed bilf® are being carefully examined by the 
congressional committees and request for reports has been on a steady increase, 
Requests for information are almost invariably on a deadline basis, and there is 
no coordination between requests from different committees, with the net result 
that a reduction in the staff can only mean the failure to meet all requests from 
Congress on a reasonable time basis. 

The liquidation of wartime and post wartime claims in litigation will be further 
delayed. <A reduction in the staff to handle this work will result in delay and 
inadequate handling of the claims, which will adversely affect che financial interests 
of the United States, particularly with respect to personal-injury and property- 
damage claims. 

As a further result, it will be necessary to reduce the legal staff concerned with 
the preparation and prosecution of Board-instigated cases before the Federal 
Maritime Board. As a result of criticism, by Congress and the Comptroller 
General, of the former Maritime Commission, the Federal Maritime Board 
embarked upon a program to conduct public hearings on many controversial 
issues relative to applications for subsidy, foreign competition, pooling agreements, 
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etc. In the proposed Comptroller General’s audit report to the Congress for 
1951, criticism is made of the failure of the Board to conduct these hearings and 
dispose of issues more expeditiously. The report singles out, for example, the 
failure to schedule hearings on the Board’s investization of pooling agreements of 
subsitized operators which was ordered in August 1951. One of the reasons for 
this delay is the fact that the Office of the General Counsel is understaffed and 
was obliged to join with respondents’ attorneys in applications for extensions of 
time to make motions, file briefs, or present oral argument. 

Division of Claims.—A 20-percent reduction in the budget estimate for Division 
of Clainns will require the reduction of 9 employees, from 43 as provided in the 
President’s budget to 34. The effect of this reduction on the settlement of claims 
is as follows: 

Based on an estimated workload of 2,575 claims in fiscal year 1953 the number 
of claims that it is estimated can be settled with a reduced force will amount to 
only 900 to 1,000. On this basis the number of claims on hand at the end of 
fiscal year 1953 will total 1,575 instead of 1,075 as estimated in the President’s 
budget. 

The Maritime Administration has been criticized by both the General Account- 
ing Office and congressional committees for not rapidly liquidating the large 
backlog of claims resulting from activities of World War II. 

The budget request for fiscal year 1953 was prepared with the view of liquidating 
the backlog and placing the operation on a current basis during fiscal year 1953. 
This reduction will result in an accumulation of a new backlog of claims that will 
not be cleared up for several years. 

Limitation on employment financed from revolving fund 

5) The restriction that the vessel operations revolving fund shall not be 
charged with more than 300 employees on the rolls at any one time during the 
fiscal year 1953 poses an enormous problem for the Administration. 

Since its inception the tightest possible controls have been placed on staffing 
requirements for the ship operations activities of the NSA. Decisions as to the 
number of positions to be allowed for these highly technical and rapidly expanding 
activities were subject to review by the office of the Secretary of Commerce, the 
Bureau of the Budget, and the General Accounting Office. As has already been 
pointed out in the general statement, a limitation of 2 percent of the expenses of 
ship operation was originally imposed when the vessel operations revolving fund 
was established. Imposing a numerical limitation at this time will introduce 
tremendous hardships in attempting to give these activities the flexibility required 
due to their constantly changing nature. For example, the workload under a 
combination of operation and deactivation of vessels is even heavier than at a 
time of continuing operation of vessels, and it is imperative that measures be 
taken in deactivation of vessels to carry out these activities in such a manner as 
to save the Government the greatest amount of money. 

Previous experience involving sharp reductions of personnel at the time when 
the War Shipping Administration was being discontinued resulted in placing ships 
rapidly back in the fleets without adequate attention being given to them because 
sufficient personnel for this program was not made available, and, as has been 
demonstrated in the record previously, the Maritime Commission and Maritime 
Administration were subjected to severe criticism for results which were principally 
due to a lack of adequate personnel. This is being pointed out at this time merely 
to illustrate the fact that the workload of the immediate future involving deactiva- 
tion of vessels, if adequately performed, will require, if anything, a larger staff 
during a time of heavy deactivation than under normal activation or operation. 
As can readily be seen, continued operation of vessels will also require some expan- 
sion in personnel. These examples are cited to point out the fallacy of requiring 
that an activity of this type be required to live under a restriction in the number 
of personnel to be made available that will not permit proper performance of its 
functions. 

Insofar as the NSA itself is concerned, the application of a restriction of 300 
positions will require over a 50 percent reduction in the total number of positions 
presently required for this work. As can readily be determined, a reduction of 
this type cannot be applied to specific departmental and field organizations and 
programs on the basis of slight curtailment of functional activities, but rather 
will result in complete inability to wholly or partially perform functions and 
exercise responsibility placed upon the National Shipping Authority. More 
specifically, the proposed reduction may adversely affect the American merchant 
marine to the detriment of the national interest in terms of (a) lack of an adequate 
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well-balanced and well-regulated merchant marine fleet both in active and reserve 
status essential to the national economy in time of peace and periods of emergency ; 
(b) inefficiency and uneconomical ship operation and repair programs with respect 
to Government owned or acquired ships operating under charter or general agency 
agreement, or privately owned ships operating under Government subsidy pro- 
grams; (c) increased cost of ship operation and repair, which will far exceed the 
estimated cost of savings hoped to be achieved through reductions in administra- 
tive personnel. Consideration should be given to the fact that the operations of 
the NSA are at rates in excess of $1,000,000 a day and are scattered ail over the 
world. An operation of this type can only be controlled through proper adminis- 
tration to avoid its getting out of hand. 

The following are examples of some of the more serious conditions that could 
develop as a result of imposing a staffing limitation on an activity of this type: 
(a) It would be difficult to provide for a minimum foreign staff necessary to dis- 
charge the NSA’s overseas responsibilities for facilitation and/or supervision of 
the operation of vessels under general ageney and charter agreements, which 
involves negotiating and acting in liaison with private American vessel operators 
to otherwise facilitate their operations such as arranging for the loading and dis- 
charging of cargoes, operation and repair of ships, manning and other ship- 
operational activities; (6) it would severely hamper reviewing ship utilization 
in-bound and out-bound in terms of voyage time, utilization of cargo space and 
selection of ports for loading and discharge; (c) in the field of ship operations the 
headquarters office would be wholly or partially unable to (1) conduct such cost 
studies and analyses as will determine the validity of and reasonableness of voy- 
age expenses submitted by general agents for which the Maritime Administration 
is responsible under the general agency agreement, (2) determine and correct 
excess operating costs of general agency operation of ships, the necessity of which 
is recognized by the General Accounting Office in its current report, (3) analyze 
performance of general agency ships from the standpoint of fuel consumption, 
turn-around time, cause, correction, and effect of ship casualties and (4) conduct 
studies relating to any and all other phases of ship operational activities, includ- 
ing those concerned with subsistence and stores requirements and allocations, 
those concerned with planning for the possible need for a foreign and domestic 
bunkering procurement and allocation program; (d) the accomplishments of the 
headquarters of the ship repair and maintenance staff will be materially affected 
with respect to the (1) analysis for propriety and reasonableness of cost of voyage 
repairs made by general agents, for which the Maritime Administration is finan- 
cially responsible and (2) technical analysis of repairs approved by the field 
staffs from the standpoint of technical necessity, accomplishment of purpose, 
reasonableness of cost of materials, labor, and overhead, propriety of exercise of 
contracting authority, etc.; (e) a limitation of this type will place the field offices 
largely in the position of attempting to administer the physical ship-operations 
program from a desk, whereas the success of an efficient and economical ship- 
operations program depends almost entirely upon the ability of the staff to con- 
duct inspections and surveys of ships and their operations and to maintain con- 
stant contact and liaison with general agents and their representatives, and rep- 
resentatives of this and other Federal agencies. The importance of this is illus- 
trated by the fact that the field ship-operations staff is responsible for (1) arrang- 
ing for and facilitating the movement of ships in and out of active status, (2) re- 
outfitting of vessels for service, (3) delivery and redelivery of ships to general 
agents, (4) administering programs relating to placing crews on vessels being 
assigned for operation or reactivation, (5) supervising routing and ballasting of 
ships in general agency operation, (6) preparing, issuing, and administering, 
towage contracts, (7) determining bunkering fuel requirements and oil storage 
capacity of vessels in general agency operations, (8) inspecting and preparing 
condition and maintenance reports, and (9) inspecting and coordinating cargo 
loading and discharging problems involving general agency ships; (f) with respect 
to ship repair and maintenance field activities limitation on the staff will permit 
only partial coverage of the general agency repair inspections required for voyage 
repairs. It might well be noted with respect to these activities that the total 
repair and maintenance staff, payable from both direct and revolving funds, is 
planned at a level which is presently 18 positions less than allotted to this type 
of activity prior to the establishment of the National Shipping Authority and the 
beginning of general agency operations. 

In the Office of the Comptroller, a reduction of 50 percent in the staff presently 
assigned to accounting, auditing, and insurance activities for NSA will result in 
the inability on the part of the Comptroller to maintain on a current basis the 
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NSA’s accounts and the accounts with the general agents, and to perform on a 
properly phased basis the audits of the general agents accounts in accordance 
wit provisions stated in the general agency agreement that timely audits would 
be made. As has been indicated previously in this appeal, the Maritime Admin- 
istration is still struggling with the problem of closing agents’ accounts of the 
War Shipping Administration during the last war. This tremendous backlog 
developed solely because of the lack of sufficient personnel and drastie reductions 
made at a time when every effort should have been made to provide personne! 
to complete the work. The net result was that a far greater cost to the Govern- 
ment resulted and considerable criticism was directed to the Maritime Commis- 
sion for failure to complete this work. Failure at this time to provide adequat: 
staff to properly carry out these duties on a timely basis will merely repeat cir 
cumstances which under no condition should be allowed to develop in the interest 
of proper action and good management. 

Insofar as the workload in the Office of Property and Supply is concerned, 
a 50-percent reduction in staff to live within a total of the 300-position limitation 
will result in inability on the part of this office to properly carry out its functions 
for the NSA. With the present staff assigned to these activities it has not been 
possible to perform present functions on a current basis. This office has found 
itself unable to give adequate review to continuous voyage purchasing performed 
by the general agents due to the necessity for direct purchasing on its own part 
for a large number of ships activated. Regular inventory surveyors financed by 
regular appropriations have had to be detailed to observing inventories on general 
agency ships to protect the Government’s interest from excess buying. This has 
required postponement to a considerable extent of regular workloads. Very little 
of this activity has been financed from the revolving funds at present. At this 
time the problem of inventory and disposal of materials as a result of deactivation 
of vessels must be met and to assure the obtaining of the best price for the Gov- 
ernment in such disposals will necessitate assigning staff to this additional activity 
which has not existed under present general agency operations. 

The deactivation of ships and return of vital stocks to be retained in the ware- 
houses will impose other added workloads not existing at the present time. Pre 
vious experience in the deactivation of vessels for the War Shipping Administre- 
tion at a time when drastic reductions were also made, resulted in considerable 
waste through unsatisfactory disposals, retention of materials that should have 
been disposed of and never warehoused, and incomplete records as to the millions 
of dollars of items being added to warehouse stocks. This also was the subject 
of strong criticism on the part of various bodies of the Government. 

As can be appreciated, none of these activities can be properly and efficiently 
performed if the staff presently available must be reduced by 50 percent to 
comply with the limitation of 300 employees, and it is urged that strong con- 
sideration be given to deleting the limitation imposed. 


Ship jards, warehouses and terminals 
(6), (7) and (8). The $314,000 requested increase is divided as follows: 


Personal services _. $52, 000 
Travel funds s 1, 150 
Purchase of passenger motor vehicles : a 2, 400 
Repairs and replacements 258, 450 


Total___ 314, 000 


Staffing for these programs for fiscal vear 1953 was established on an absolute 
minimum, “hold the line’ basis, with no increase in man-years of employment 
over that contemplated for fiscal year 1952. Increased security requirements at 
these key installatiors due to the international situation have already cut into a 
minimum maintenance and warehouse operating force. The total of ‘Other 
obiects”’ in the appropriation estimate for fiscal year 1953 represents a reduction 
of $118,380, which is approximately 14 percent less than the 1952 estimate. The 
amount requested for other than personal service costs averages less than $60,000 
per vear for each of 13 complex installations, with considerable value in terms of 
defense requirements and as a source of revenue to the Government. 

(a) Personal services.—Should the proposed reduction of $314,000 be imposed 
on this program, employment would be reduced approximately 15 positions 
below the minimum level established in fiseal year 1952. Should it becom 
necessary during fiscal vear 1953, by reason of emergency conditions obtaining 
due to weather, storms, breakdowns, structure settlements, legal lease compli- 


cations, etc., to perform some of the curtailed repair and replacements work, 
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such expenses could only be met by further personnel reductions. There is no 
question of the very serious effect any reduction in personal services would have 
on these programs, already at the barest minimum. It is therefore requested 
that consideration be given to restoration of personal service funds in the amount 
of $52,000. 

(b) Travel funds.—Funds in the amount of $3,350 for travel expenses of this 
program were included in the 1953 appropriation request. In consideration of 
the fact that there are approximately 360 employees at 13 installations, this 
request does not provide for excessive or nonessential travel. The amount 
requested is necessary for emergency travel of key personnel between installations 
and transfer of duty stations. Accordingly, it is requested that $1,150 be restored 
and the travel limitation be eliminated. 

(c) Purchase of passenger motor vehicles.—It is requested that restoration be 
made of $2,400 for the purchase of two passenger motor vehicles. The budget 
estimates contained a request for purchase of these passenger vehicles, replacing 
six as trade-in. Each of the six vehicles had been driven over 90,000 miles as of 
July 1, 1951, and all are worn beyond economical use and operation. The replace- 
ments are essential for efficient operation due to the location of the shipyards 
and lack of suitable transportation. Consideration is requested for amending 
the limitation in order to provide for the purchase of three passenger motor 
vehicles, as requested. 

(d) Repairs and replacements.—In the vears prior to fiscal vear 1952, the mainte- 
nance and repair of shipyards, terminals and warehouses was strietly limited to 
routine “patch and spot repair’ maintenance. As a consequence, a very con- 
siderable backlog of major repair and replacement jobs has built up over the 
vears. One of these properties is over 50 vears old, three date back to World 
War I or prior thereto and five were constructed in 1941 and 1942 and represent 
the usual type of wartime emergeney construction. It has become necessary 
to renew roofing that can no longer be patched and repaired—roofs that long 
since have reached the end of normal useful life and are fully depreciated; the 
structural steel framing of buildings with open ends or sides must be cleaned 
and painted to arrest rust and deterioration; Window sash has rusted out and it 
is impossible to maintain glass therein or to repair the sash; certain skylights 
are overdue for replacement; yard electrical systems must be kept in operation 
and need pole and wire replacements; in certain cases buildings have settled and 
must be jacked up and stabilized; the eight freight elevators at the Philadelphia 
terminal are in a hazardous condition due to extreme age and inability to properly 
repair them and must be replaced to avoid accidents and injuries and in order 
(1) that this property may continue in operation, producing several hundred 
thousands of dollars annually in rental revenue to the Government, and (2) that 
the property might be ready in an emergency to resume its important role as a 
major Army overseas port of embarkation. 

Recognizing the need for drastic action concerning the above situation, an 
engineer examiner of the Bureau of the Budget inspected typical terminal, ship- 
vard and warehouse locations prior to fiscal vear 1952 and, as a result of such 
inspections, recommended that a maintenance goal of 90 percent of design standard 
should be reached, and that the Administration should immediately budget for 
all backlog items of repair and replacement to bring the properties up to that 
level of physical condition. He further recommended that the total force at 
each of the four shipyards be increased from the 31 or 32 persons per location to 
50 persons per location in order to reach and then hold the 90 percent standard. 
In view of the resultant estimate of several millions of dollars required to attain 
the desired standard, the program was phased over a 5-year period and a minimum 
portion of the work requested in the fiscal year 1952 budget. However, this 
request Was greatly reduced in the appropriation enacted for 1952. 

Of primary concern are the aforementioned renewal of elevators and the various 
roofing projects. In view of the limited funds made available for 1952, contracts 
have been let for replacement of only 2 of the 10 elevators at Philadelphia. It 
is considered essential that at least two more be installed in fiseal vear 1953 at a 
cost of approximately $100,000. In this connection, the commercial lessee has 
agreed to increase his rental payments as each elevator is replaced. The roofing 
on many of the buildings is in such bad condition that constant leakage occurs 
Which not only rots the Wood sheathing under the roofing but, by leaking through 
the sheathing, is causing accelerated rot and deterioration of the structural 
framing members of the building, as well as damage to the contents of the building 
In the two warehouse locations involved, the buildings with bad roof conditions 


36 





95711—52 





560 INDEPENDENT OFFICES APPROPRIATIONS, 1953 


house millions of dollars worth of valuable machinery, equipment and supplies 
required for the reactivation of the reserve fleets, etc. 

Further, at the three terminal locations involved, it is the legal obligation and 
responsibility of the Administration under the terminal lease contracts to perform 
“wear and tear’? mairtenance, including roof repairing renewals. To fail to carry 
out these obligatiors may pot only subject the Government to legal action by th« 
lessees, but would jeopardize the rental revenue of over $1,000,000 to be received 
by the Administration in fiscal year 1953 from these terminal properties. Also, 
the Boston and Philadelwhia terminals are national defense reserve installations 
of the Armed Forces, as they are used as primary ports of embarkation for military 
purposes and should be maintained in good condition and readiness status at all 
times. 

In view of these conditions, it is urgently requested that consideration ke given 
to full restoration of $258,450 to accomplish necessary repairs and replacements. 


Reserve fleet expenses, limitation 
(9) and (10). The $1,058,000 requested increase is divided as follows: 


(a) Dredging_____-- $300, 000 
(6) Travel funds- - 3, 350 
(c) Personal services (150 positions) -_ - i 554, 650 
(d) Supplies and materials for preservation of ships ‘ 200, 000 


..-- 1, 058, 000 


Of the $5,570,000 requested, $3,462.000 is necessary for experses which are 
little effected bv variations in the number of shins in the fleets. These expenses, 
including $250,000 for wage board inereases (bevond our control), cover the 
operation and upkeep of tugs, barges and personnel craft, the securitv patrols, 
and the necessarv maintenance of facilities at the eight fleet sites. Reductions 
in see rity patrols at these sites could rot prudently be made as a means of 
providing funds for the preservstion of ships as these securitv patrols provide 
protection against sabotage, pilferage, fire ard dameve, ard are manned at 
present with a minimum force. Anv reduction in this seeuritv force would 
render the patrols largelv ineffective to cone with the responsibilities involved. 
In view of the hichlv essentiel nature of these expenses, anv reduction in funds, 
with the exception of the $300,000 for dredging, must be avnvlied almost in its 
entirety to the preservation program manpower and materials. 

Snecific denial in the House committee revort, of an item of $205,000 for the 
installetion of power lives is in direct eonflict with its »nproval of a reavest to 
reavpronriate $1,200,000 for bottom preservation. This item is an integral 
phase of the program providing an impressed eurrert method of bottom preserva- 
tion ard the anproved vrogram of $1,200,000 inelnded costs thereof. (Seen. 35. 

(a) It is requested that restoration by made of $300.000 provided for dredoing 
the anchorage at Wilmington, N. C., and the fleet channel at James River, 
Va. These were rot natural conveniences but were originally created through 
dredoing, This work was comnleted about 1947 and, as must be exnected in arti 
ficial basins and channels which lie in silt-bearing waters, soundings taken at 
recular intervals since 1947 have revealed a gradual reduction in the controlling 
depths. The last soundings were taken about Mav 1951 at which time it was 
found that the econrtrolling devths have been reduced to a point where the move- 
ment of vessels (Wilmineton) and fleet service eraft (James River) shovld only 
be made on flood tides if the risk of grounding and conseanent bottom damage is 
to be avoided. At the same rate shown since 1947, silting can be exnected to 
reach a point in fiseal vear 1953 that can render the navization of the anchorage 
and the channel hazardous even at hich water. For this reason consideration 
should he giver to restoration of this item to avoid risk damage which could 
exceed the amount involved. 

(b) Restoration of the reduction of $3,350 for travel in connection with reserve 
fleet. operations is recommended. The brvdeet made provision for a nominal 
amonnt in relation to the size of the activities involved. Of the amovnt re- 
avested $5,600 is required for veriodie fleet inspection during the vear which on 
the basis of the amount provided in the bill would leave only $1.000 available for 
anv other travel. This amount is not sufficient to provide for sending fleet security 
personnel to damage-control and fire-fighting schools operated by the Navy. 
These schools are at Philadelphia, Pa., on the east coast, and San Francisco, 
Calif.. on the west coast, and have served as an invaluable means of training fleet 
security personnel. To provide transnortation to adeavatelv train replacement 
personnel in the various fleets the additional amount of $3,350 is required. 
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(c) In applying the reduction of $554,650 we will be required to eliminate 
approximately 150 preservation positions from the 530 positions requested. This 
will leave approximately 380 preservation positions for all 8 fleets, or an aver- 
age of about 45 preservation employees per fleet. This number will only be 
sufficient for the mooring and shifting of vessels and the performance of a limited 
amount of custodial protective work such as the construction and repair of gang- 
ways, replacement of fenders, covering leaking hatches with tarpaper, pumping 
out bilges, and replacing stack covers. In addition, it is possible that this force 
might be sufficient to turn over the machinery of the ships in the fleet probably 
once in a fiscal vear. This operation alone should be performed twice a year. 

In developing the estimates of preservation recommendations in the President's 
budget, the assumption was made that 1,352 ships would be in the fleets during 
fiscal year 1953 whereas the fleets are at this time holding 1,486 ships. ‘Lhis 
preservation workload was estimated to approximate 175,!:22 man-days of preser- 
vation work which should be accomplished in fiscal year 1953. In order to accom- 
plish this work it would have required the full employment of about 1,250 preser- 
vation personnel for the entire year. The estimate contained in the President’s 
budget provided for 530 preservation positions, upon which basis it was estimated 
that 52 percent of the preservation work due would be accomplished in fiscal year 
1953. On the basis of the proposed reduction indicated in the House report it is 
estimated that an accomplishment not in excess of 57,000 man-days can be 
obtained. The effect of this is to almost completely halt the important, oblicaticn 
of preserving the ships and deterioration will undoubtediy progress generally. 

Consideration should be given to the fact that the replacement cost of these 
ships would be approximately $6 billion and that these ships are being held for 
quick activation in the event of a nationel emergency. The preservation work 
referred to covers the work that any prudent owner of ships would accomplish 
promptly. 

In addition to this present existing workloed, it is quite probakle that a con- 
siderable number of additional ships will be returned to the reserve fleets. ‘hould 
this oceur, prompt preservation measures should be applied against these ships 
in view of the fact that they have had recent repeirs and will be in the soundest 
condition of any of those ships in the fleets and should be properly preserved to 
avoid deterioration. 

(d) The reduction of $200,000 for preservation supplies and materials is 
directly related to the reduced number of preservation employees permitted by 
the proposed appropriation. The preservation program for both manpower 
and materials is predicated on a unit factor of man-day accomplishment. Accord- 
ingly, any restoration of personel service funds will require a proportionate increase 
in funds for supplies and materials. 

With further reference to the reduction of $205,000, identified in the House 
committee report as funcs for the installation of power lines, it appears to have 
been applied inadvertently to the appropriation request. The budget estimates 
included a request for an appropriation of $5,570,000 for reserve fleet activities 
exclusive of a program of bottom preservation by cathodic protection. To ac- 
complish this method of bottom preservation, it was requested thet current yeer 
funds in the amount of $1,200,000 be reappropriated for use in fiscal year 1953. 
Included in the justifications for the bottom preservation program was the item 
in question, namely, $205,000 for installation of power lines. However, the House 
bill provides for reappropriation of the $1,200,000 as requested. The net effect 
obtained is (1) a reappropriation of $1,200,000 with specific denial of the use of 
$205,000 thereof, and (2) reduction of $205,000 made against an appropriation 
request for an item not contained therein. In view of the apparently uninten- 
tional double restriction placed on the program, it is requested that the record 
make clear the intent of the committee. 


MARITIME TRAINING 
(House bill, p. 49) 


(House hearings, pp. 697-825) 
IE Ot es eh. papacy a 2 el iodine ag edie a $3, 865, 000 
ee ibe ie Storie che ae eine atte Ee Be ee el ke Sto 1 3, 786, 450 
eees 2, 795, 200 


1 Appropriation $3,724,500, plus supplemental appropriation $43,500, including $20,000 for increased pay 
costs and a transfer item of $18,450. 
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AMENDMENT REQUESTED 


The Department requests the following amendments: 

(1) Page 50, line 3, strike out ‘$1,881,600 and insert in lieu thereof 
$2 352,000’, the estimate, or an increase of $470,400. 

(2) Page 50, line 9, strike out “$1,500” and insert in lieu thereof ‘$2,500’ 
the estimate, or an increase of $1,000. 

(3) Page 50, line 12, strike out “‘not to exceed $20,500 for expenses of travel’ 

(4) Page 50, line 13, strike out ‘$55,680’ and insert in lieu thereof ‘$69,600’ 
the estimate, or an increase of $13,920. 

(5) Page 50, line 15, strike out ‘‘$2,795,200”, and insert in lieu thereof ‘$3 
865,000", the estimate, or an increase of $1,069,800. 

(6) Page 50, lines 15-19, strike out “including uniforms and textbooks for cadet 
midshipmen, to be provided in kind at an average vearlv cost of not to exceed 
$200 per cadet: Provided, That this appronriation shall not be used for compensa 
tion or allowances for trainees or cadets’’, and insert in lieu thereof “ineluding 
the pay of cadet midshipmen.” 


EXTRACTS FROM HOUSE REPORT 


Page 2. General comments: ‘“* * * the committee points out that it has 


made a reduction in substantially every item in the bill and that funds recom 
mended for the fiscal year 1953 will, generally, require a reduction in personne! 
below the 1952 level. In effecting this reduction the committee has required th 
absorption in 1953 of the full amount of funds requested to meet Pay Act increases 
for the fiseal vear 1952, it has denied funds for new positions, and has, generall\ 
effected a reduction of about one-third in the estimates for ‘other obligations’ 
including such items as travel, communications, printing and binding, and so forth 
and excepting rents and utilities.”’ 

Page 3. General comments: ‘‘Expenses of travel. The committee is con- 
vinced that there is serious abuse in connection with the use of funds and othe: 
field personnel in the District of Columbia can be dispensed with, without impair 
ing the efficiency of the service. Striet supervision of travel authorizations should 
be required by heads of agencies. ‘To require economy in this operating cost a 
limitation has been placed on each appropriation in the bill which will effect a 
saving of one-third of the amount for this purpose submitted in the budget esti 
mates.’ 

Page 24: ‘‘Maritime training. The committee recommends a total of $2,795,200 
for this purpose which is $929,300 less than the 1952 appropriation and $1,069,800 
below the budget estimate. In effecting a total saving of $1,069,800 in this esti- 
mate the committee has required a pro rata reduction of $663,800 in all activities, 
and has disallowed $406,000 for pav of cadets. This latter reduction eliminate: 
the $65 monthly allowance to cadets and substitutes therefore a straight $200 
annual allowance for uniforms and textbooks. This action will put cadet mid 
shipmen at Kings Point on a par with cadet midshipmen attending the State 
schools.”’ 

JUSTIFICATION 


(1-6) The purpose of this amendment is to obtain full restoration of $1,069,800 
and the elimination of the travel limitation. 
The requested increase of $1,069,800 is allocated as follows: 


(a) Personal services ae Sost . $470, 400 
(b) Superintendent’s fund 2 s 1, 000 
(c) Travel aie ce De: AS 20, 500 
(d) Transfer to Public Health Service_- 4 13, 920 


(e) All other objects ere > 2 t : e 157, 980 
(f) Cadet pay s ieee 106, 000 


Total__- J , Pee ae 1, 069, SOO 


(a) Personal services —Funds provided for personal services for maritime train 
ing have beev reduced an average of 13.5 percent from 1948 to 1952. During 
fiscal year 1952 funds were further reduced 10 percent by the Congress which re 
quired the abolishment of 100 positions. These reductions have reduced employ- 
ment below the level required for efficient operation particularly in consideration 
of the fact that the training program as such, the trainee workload incident there- 
to, and the operating facilities required have continued at about the same level 
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This situation at the present time has been the cause of great concern in the 
effective operation of the training program. 

In applying this additional drastic reduction of 20 percent proposed for fiscal 
year 1953, consideration has been given to the fact that certain key personnel 
must be retained if the training units are to be operated at all. Since the con- 
tinuation of certain services such as administrative, commissary, finance and 
supply, and security are absolutely necessary and have reached a level where 
further reductions cannot be made, the proposed reduction would require drastic 
action in the maintenance and training areas. This would result in much greater 
deterioration of equipment and buildings which will eventually require more costly 
rebuilding, training courses would have to be discontinued, trainee complements 
would have to be reduced, and it would not be possible to cover classes during ill- 
ness of an already limited number of instructors. 

To avoid drastic action of this type and provide for a continuation of the pres- 
ent training program at even the current level, it is requested that the reduction 
of $470,400 for personal services be restored in the bill. 

(b) Superintendent’s fund—The President’s budget provided for not to exceed 
$2 500 for funds for the Superintendent of the United States Merchant Marine 
Academy to be expended at his discretion. This fund bas been provided each 
year in consideration of the Superintendent’s expenses incident to visitors from 
the Congressional Board of Visitors, the Academie Advisory Board, New York 
State and city officials, officials of foreign governments interested in shipping 
and training, and other Government officials. 

It has heen recognized in the past that the amount requested was inadequate 
and should at an appropriate time be increased to $3,500. It therefore appears 
unreasonable at this time, in v'ew of the current costs, to make this reduction of 
$1,000 as proposed in the bill. Restoration of the full amount of $2,500 is recom- 
mended at this time. 

(c) Travel.—The estimate in the President’s budget provided $41,000 for travel 
for maritime training which consisted of $26,000 for staff and $15,000 for cadet- 
midshipmen travel. Every effort has been made to hold staff travel to a minimum 
and to effeet savings wherever possible. The estimate for cadet-midshipmen 
travel is low considering that these cadet-midshipmen are entitled to reimburse- 
ment at 5 cents per mile for travel to the Academy upon acceptance of an ap- 
pointment. This is provided to give equal opportunity for candidates from all 
parts of the country. ‘Travel expenses are also involved in placing cadet-midship- 
men on board ship during their 1 vear at sea. The cost of this type of travel 
fluctuates widely and it is often necessary to absorb this expense from staff travel, 
necessitating rigid control of this limitation by the administration. 

Because the proposed reduction for travel amounts to 50 percent of the estimate 
and a minimum of $15,000 is required for eadet-midshipmen travel, the amount 
of $20,500 as provided in the bill is entirely inadequate. Consideration should 
be given to the fact that these training installations are located on each of the 
three sea coasts which accounts for increased costs. It is recommended that 
restoration be made of the $20,500 reduction made from the President’s estimate 
for this item, together with elimination of the limitation. 

(d) Transfer to Public Health Service—An increase of $13,920 for transfer to 
applicable appropriations of the Public Health Service for services rendered 
maritime training installations is requested to provide the limitation of $69,600 
provided in the President’s budget. This transfer provides for the following 
funetions, all of which are necessary for the efficient operation of the training 
program: 

(1) Medical and dental examination of enrollees and cadet-midshipmen 
upon arrival at a training activity; 

(2) Immunization, both for protection while at the training activity and 
while at sea; 

(3) Treatment of minor disabilities and medical diseases at the activity 
and treatment of major medical conditions at United States Publie Health 
Service hospitals, or other facilities: 

(4) Control of communicable diseases, supervision of training activity 
sanitation and dietetics; 

(5) Health education and first aid instruction to all enrollees and cadet- 
midshipmen. 

A reduction of 10 percent in these funds has already been applied in fiscal vear 
1952 which has reduced medical service to an irreducible standard. During 
fiscal year 1952 it was necessary to provide minimum service at one station 
with a part-time contract physician, 1 hour daily, at another station to provide 
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for only a part-time dentist, and at Kings Point Academy to totally elimina 
all Public Health Service commissioned nurse officers. Any further reductio 
of these funds would be most detrimental insofar as the margin of safety is eo: 
cerned both as to medical personnel, equipment, and supplies, which have als 
steadily increased in price. 

(e) All other objects.—Funds for other than personal services have been reduc: 
18.5 percent to an amount equal to $157,980. Reductions in the past have be« 
meade in these items which have averaged approximately 45.3 percent since 1948 
of which 10 percent were reduced by the Congress for fiscal year 1952 to provid 
$117,000 less in fiscal vear 1952 for the operation of training facilities than th 
comparable cost in 1951. Since these same facilities will be under operatio 
and recog izing the very acute physical condition of a number of these faciliti: 
provision was mede in the budget estimate for urgent maintenance and repa 
work and materials amounting to $129,000. The pro rata reduction made in t! 
President’s budget will make it impossible to effect any of these repairs becaus 
the funds provided will be required for fixed costs for fuel, utilities, ete., whic 
have already been reduced as much as possible. <A large portion of these fun 
are also required for subsistence. Actual ration costs during fiscal year 195 
were $0.99 per man per day for Kings Point; $0.884 for Sheepshead Bay; and 
$0.877 for Alameda, which compare very favorably with costs of other branch: 
of the Government. Under present higher costs, it is obvious that no appreciab|: 
reductions can be made in these ests. 

(f) Cadet pay.—Restoration of the $65 monthly allowance to cadet-midshipme: 
is requested as provided for in the President’s budget. The House Appropriation- 
Committee has eliminated the $65 monthly allowance and has substituted therefo; 
$290 annual allowance for uniforms and textbooks at a reduction of $406,000. 

The cadet-midshipmen have received this $65 monthly allowance since 1942 
The Congressional Board of Visitors to the United States Merchant Mari 
Academy last year recommended that this allowance be increased to $78 per 
month, to conform with the armed services’ academies at West Point and 
Annapolis. 

Substitution of the uniform allowance means that the cadets will receive 
allowance t»% cover laundry, toilet, and other supplies and incidental expense- 
It is believed that the imposition of this allowance may result in many acceptable 
candidetes not being able to attend the Academy due to limited finances. For 
this reason it is requested that the monthly allowance of $65 provided in th« 
President’s budget be restored. 

The effect of these reductions on the various training activities is outlined as 
follows: 

Kings Point Academy.—1. Further reduction of instructors would most prob- 
ably result in loss of accreditization because of outright elimination of sony 
courses and curtailment of others. The Academy would then not be authorized 
to award the bachelor-of-science degree. 

2. Reduction of funds for subsistence would force a reduction in cadet-midship- 
men complement. 

3. Instead of effecting urgently required maintenance and repairs as provided 
for in the estimates, further deterioration of equipment and property would resu 
because of fixed expenses that cannot be reduced. 

Sheepshead Bay and Alameda.—1. Further reduction of instructors would resul 
in discontinuance of training courses. 

2. Reduction of funds for subsistence would force a reduction in trainee comple- 
ment. 

3. Instead of effecting urgently required maintenance and repair as provided 
in the estimates, further deterioration of equipment and property would resul! 
because of fixed expenses that cannot be reduced. 

United Staies Maritime Service Institute—1. Further reduction of personne! 
would result in decrease of correspondence courses that can be graded and dis 
continuance of the revision of texts. 

2. Further reduction in funds for reprinting of texts in short supply would result 
in discontinuance of courses presently available. 

District training supervisors and enrolling offices.—1. Pro rata reduction of fund- 
for this purpose would have to be absorbed by other activities because the few 
remaining key personnel would have to be retained, particularly the three at New 
Orleans and the three at San Francisco. 

St. Petersburg.—1. Pro rata reduction of funds for this purpose would for the 
most part have to be absorbed by other activities because most of the charges ar 
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fixed and the custodial personnel involved is at a minimum for the safety of 
Government property. 

Washington (administration).—1. Further reduction of personnel would result 
in discontinuance of many administrative services and the increase of backlogs 
which have been increasing during the past year due especially to additional 
workload brought on by the Korean war. Further reduction of headquarters 
personnel would reduce general supervision and mean the transfer of certain 
necessary work to field units. This would apply to the Academy especially 
and throw an additional burden on their already reduced personnel. 

2. Decrease in travel funds would result in inadequate supervision of field 
activities, particularly since it may be necessary to absorb some cadet-midshipmen 
travel expense. 

Schedules reflecting in detail the effect of the proposed reduction for each 
activity of the training program will be found following the amendment for 
State marine schools. 

Strate Marine ScuHoo.s 


(House bill, p. 50) 


(House hearings, pp. 697-825) 


UIA 54 heii 2 el es 2 ee Ae I aie Oh Be a a ars $683, 000 
(OG MiGs coos ae ee ee ae eR as ac csice'en cecsice: | Oy ONO 
House allowance (a reduction of $39,600 in the estimate) _-_-___- Bat 643, 400 


AMENDMENT REQUESTED 


The Department requests the following amendments: 

(1) Pa:‘e 51, line 5, strike out $300,400” and insert ‘‘$340,000’’, the limitation, 
or an increase cf $39,600. 

(2) Pave 51, line 8, “strike out $643,400” and insert ‘$683,000’, the estimate, 
or an increase of $39,600. 


EXTRACT FROM HOUSE REPORT 
(P. 24) 


“State marine schools.—The bill contains $643,400 for this purp»se which is a 
reduction cf $39,600 in the budget estimate cf $683,000. The reduction of $39,600 
has been applied in connection with the estimate of $198,000 for subsistence for 
cadets.” 

JUSTIFICATION 


(1) and (2): Restoration is requested of this $39,600 reduction. The estimate 
in the President’s bud:et for subsistence of cadets provided for an allowance to be 
paid f°r an averace of 710 cadets in fiscal year 1953. This estimate was calculated 
at the rate cf $0.75 per day per cadet which is considerably below the cost of 
actual subsistence at these State marine schocls. The cut cf $39,600 represents a 
20-percent reduction in this subsistence allowance which would reduce the rate cf 
reimbursement to the schocls to approximately $0.60 per cadet per day, which 
would approximate slightly more than one-half of actual cost under present food 
cost standards. 

Pri-r to fiscal year 1952, cadets at State maritime academies were provided a 
monthly allowance cf $65 per month, consistent with allowances at the armed 
service’ academies and the Maritine Acadeny. The appropriation act for 1952, 
however, discontinued the monthly allowance and reduced the assistance to 
cadets to an annual allowance cf $275 for subsistence and $200 for uniforms and 
textbooks, The bill for fiscal year 1953, as reported to the House, now makes a 
further reduction in the assistance allowable by reducing the subsistence allowance 
to appr>ximately 60 cents per day, which is only little more than half of the actual 
cost to the cadet. 
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Shipyards, wari 


Administrative Reserve fleets 
i o ea Tr houses, and termit 


Number 1mount Number Amount Number Amount 
Washington ._. ‘ 1,228 $6, 708,010 5 $33, 000 


Field 
Atlantic coast 563 2, 886, 814 , 715, 712 | 283 | $1,029, 02 
Gulf coast ‘ 224 1, 115, 397 7 , 029, 724 45 | 136, G58 
Pacific coast - - 1, 073, 030 , 591, 081 135 | 495, ( 


| 
Foreign 2 174, 991 | 


Total field . 03: 5, 250, 232 l, , 336, 517 4163 1, 661, 054 


Total z 12, 048, 242 , 869, 517 163 1, 661, 054 


Total salaries and Maritime training 


Gr Is 
expenses fund irand tota 


1mount Number {mount Number Amo 
Washington 2 $6, 831, 010 44 $205, 478 , 277 $7, 036, 4 
Field 
Atlantic coast 7 5, 631, 551 1, 434, 891 1, 790 
Gulf coast 5A 2, 282, 059 40, 263 562 
Pacific coast ( 3, 159, 202 209, 469 S15 
Foreign 174, 991 


Potal field , 247, 803 1, 684, 623 


Potal , O78, 813 f 1, 800, 101 


THE SECRETARY OF COMMERCE, 
Washington, April 30, 1952 
Hon. Burnet R. MAYBANK, 
Chairman, Subcommittee in Charge of the 
Independent Offices Bill, 1958, 
United States Se nate, Washington 24, pt. 

My Dear SENatToR MayBank: Reference is made to my letter of March 26, 
1952, relative to the independent offices appropriation bill, 1953, as reported 1 
the House, and in particular to the Maritime Administration’s appeal which was 
transmitted therewith. 

In considering the Maritime Administration’s needs sight should not be lost. of 
the important part this organization plays in the mobilization program and i: 
furnishing transportation in support of our direct defense obligations overseas and 
of the indirect efforts being made through the Mutual Security Agency. 

\ breakdown of the total 1953 staffing requirements for each of the many 
organization units accompanied the appeal. These staffing requirements includ 
the personnel chargeable to the regular appropriations and to the reimbursab 
funds for services performed for the vessel operations revolving fund (National 
Shipping Authority), the Navy, NATO, and others. 

In order that you may have a further breakdown of the staffing requirement 
bv direct and reimbursable funds for each of the 129 organization units, there 
has been prepared an additional statement (copy attached) giving this informatio: 
together with a brief description of the functions of each unit. The column on the 
statement headed ‘‘ Page reference” is keyed to the page numbers in the Maritim: 
Administration’s appeal. The statement shows that the Maritime Administration 
not only has a large number of organization units in Washington and in the field, 
but that those in the field are scattered over a wide area on the Atlantic, Pacific, 
and Gulf coasts and are responsible for operating, maintaining, repairing, pre- 
serving, and protecting ships, warehouses, terminals, shipyards, ete., representing 
billions of dollars in value. 

It will be noted that the staffs in many of these organization units (woefull\ 
inadequate as the result of reduced appropriations this vear) are so small, in some 
instances two, four, five, six, seven, or eight persons, that when allowance is made 
for retaining the supervisory, secretarial, and other essential administrative per 
sonnel the number of positions to which the House reduction would have to b¢ 
applied is very few—so few in fact that it would be practically impossible for the 
units to perform their functions. The same is true in the immediate offices of 
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the general counsel (item 13), the Comptroller (item 20), the Office of the Chief, 
Office of Subsidy and Government Aid (item 36), et al. When allowances have 
been made for the heads of such offices, secretaries, file clerks, and essential ad- 
ministrative personnel to supervise and service the various divisions of such offices, 
only from 50 to 75 percent of the staff would be left to which the House reduction 
could be applied, without abolishing the unit and abandoning its functions or 
transferring them to other already burdened units. 

There are still other offices (items 1-11), now operating with minimum staffs 
which because of their nature must be maintained, with the result that no part 
of the House reduction could be applied. Then, too, to effect such a large reduc- 
tion as that made by the House would so greatly increase the workload of such 
offices as the Organization and Methods Office (item 8), the Budget Office (item 
18), and the Personnel Office (item 19), that no part of the House reduction could 
be applied to these offices. They would be involved throughout all of 1953 in the 
tremendous job of realigning the entire organization structure, rewriting of job 
descriptions, reclassifving positions, and surveying staffing requirements, ete. 
Many functions decentralized during the past few vears to comply with established 
policies would have to be centralized; this would result in delays, poor service, 
inefficiency, increased backlogs, additional costs for travel, long-distance telephone 
and telegraphic services. 

Taking all of this into consideration, and the fact that (1) reductions in force for 
the most part would have to be made in the lower-salaried positions, and (2) 
terminal leave would take a heavy toll (most employees have 40 days accumulated 
leave—four pay periods or seven calendar weeks), the number of nonsupervisory 
personnel that would have to be terminated in some offices would run as high as 
20 or 25 percent. A cut as drastic as this, in addition to the 10 percent cut suffered 
during the current fiscal vear, will seriously cripple the Maritime Administration 
and the Jensen amendment added on the House floor, which remains in effect 
until the number of personnel reaches 90 percent of the number that could be 
provided under the House bill, would be disastrous. 

During the current fiscal vear office and operating heads of the Maritime 
Administration have been obliged to spend considerable time requesting and 
justifying in writing the need for every position to be filled—time badly needed 
to perform essential functions, carry out their responsibilities, and to keep back- 
logs from increasing. A personnel requirements committee was created to pass 
on the filling of all vacancies. Initially, this committee met twice a week, later 
once a week, and only on special call since February, after the filled positions had 
dropped below 90 percent of the number of positions requested in the President’s 
1952 budget, the point at which the Jensen amendment ceased to be effective. 
The committee approved some positions, deferred others to a later date, and 
denied some altogether. By this means, the Maritime Administration, fortu- 
nately, has been able to reduce its staff (but not its backlogs) without forced 
separations and thus live within the amount appropriated. 

Admiral Cochrane, the Chairman-Administrator, told the House committee 
that he sincerely hoped we would not have to go through a similar process in 
1953, which incidentally is in itself very time-consuming. He stated, “I hope 
that the staff will be able to carry out the important operations which require 
all of their attention without having almost daily to request, justify, and appeal 
for the filling of badly needed positions. Most officers and divisions at present 
have reached the point where because of the reduced staffs much time is devoted 
to ‘putting out fires’ as fast as they occur, with little or no time for real planning 
or supervision by a hard-working staff.” 

Because of the 10 percent cut for increased pay costs in the third supplemental 
appropriation bill now before the Senate, the Maritime Administration has been 
obliged within the last 2 weeks to again require the approval of the personnel 
requirements committee for the filling of all vacancies. Within this period from 
30 to 40 requests have been presented to the committee. To give you a small 
example of the effects of some of these cuts in and restrictions on funds, we have 
one unit with four attorneys and only one stenographer. 

When the Jensen amendment was being debated on the House floor, Mr. 
Thomas, chairman of the Independent Offices Appropriations Subcommittee, 
made strenuous efforts to have it withdrawn, stating on several occasions that 
the agencies in the bill already had been cut to the bone. 

The wonderful achievements of the Maritime Administration in putting into 
service approximately 700 ships of the reserve fleet to carry grain to India, coal 
to Europe, military cargoes to Korea, and strategic materials from the four 
corners of the earth to the United States entitles it to be recognized as a defense 





568 INDEPENDENT OFFICES APPROPRIATIONS, 1953 


agency and I feel it deserves special consideration with respect to its needs. 
cannot urge too strongly, therefore, the importance of exempting the Maritiny 
Administration from the provisions of the Jensen amendment, and providing it 
with the funds necessary to carry out its functions and responsibilities. 
Sincerely yours, 
CHARLES SAWYER, 
Secretary of Commerce. 


DEPARTMENT OF COMMERCE, MARITIME ADMINISTRATION—BRIEF FUNCTION «| 
STATEMENTS OF ORGANIZATION UNITS AND 1953 STAFFING REQUIREMENTS 


WASHINGTON 
Administrative 
1. Chairman and members of the Board: 
Direct 
Reimbursable 


Total 


The Chairman of the Federal Maritime Board serves as chief executive and 
administrative officer of the Board and is ex officio the Maritime Administrator 

The Federal Maritime Board, independent of the Secretary of Commerce, 
holds hearings and renders decisions to regulate and control, rates services, prac 
tices and agreements of common carriers by water, and other persons in foreig: 
and coastal shipping. 

Subject to general policies of the Secretary of Commerce, the Federal Maritime 
Board holds hearings and makes, amends, and terminates construction-differential 
and operating-differential subsidy contracts. 

The Federal Maritime Board makes determinations, after public hearings, as 
to whether the bare-boat charter of war-built dry-cargo vessels owned by the 
United States is required in the public interest, and certifies its findings to th 
Secretary of Commerce. 

Pursuant to Public Law 763, Eighty-first Congress, the Federal Maritime 
Board makes determinations of fair and reasonable value of vessels insured under 
the provisions of title XII of the Merchant Marine Act, 1936, as amended. 


2. The Secretary’s office: 
Direct 
Reimbursable 


Total 


The Secretary’s office serves the Board in preparing agenda, maintaining 
dockets of cases to be considered by the Federal Maritime Board, issuing orders, 
notices, and decisions as a result of action taken by the Board, maintaining official 
files and records of the Board, and minutes of the meetings, and compiling and 
preparing reports of official actions of the Board, and the Administrator. 


3. Regulation Office: 
Direct 
Reimbursable 


Total 


This Office recommends to the Federal Maritime Board approval or disapprove ! 
of all agreements filed under section 15 of the Shipping Act, 1916, and determines 
whether practices are being engaged in, which merit investigation with respect 
to the Board's continued approval of agreements already in effect. The Regula- 
tion Office is responsible for the registration of forwarders engaged in foreign 
commerce, and examination of the practices of forwarders to detect violation 
of provisions of the shipping acts. Examination is made of foreign tariff rate 
schedules applicable to outbound cargo, and tariff schedules of domestic carriers 
engaged in off-shore domestic waterborne commerce, which are required to be 
filed with the Board, for the purpose of detecting unfair or discriminatory 
practices, 


4. Hearing examiners’ office: 
Direct 
{eimbursable 


Total 
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The hearing examiners conduct hearings held pursuant to the Administrative 
Procedures Act (60 Stat. 237) and substa’ tive law, as well as other hearings as 
directed by the Federal Maritime Board or the Maritime Administrator. Hear- 
ings generally arise from complaints alleging unreasonable discriminatory, or 
other unlawful shipping practices; applications for operating-differential subsidies; 
revision or establishment of standards for minimum wages, manning scales, and 
reasonable working conditions for the subsidized fleet; and applications for bare- 
boat charter under Public Law 591. 


5. Immediate Office of the Administrator: 
Direct : Seppe ee 
Reimbursable 


Total : 


Provides assistance to the Chairman-Administrator in his capacity as Maritime 
({dministrator and his responsibility for all activities of the Maritime Admin- 
stration. 


6. Office of Deputy Administrator: 
Direct 
Reimbursable 


Total_- 7 cates 8 


Under delegated authority, gives administrative direction to the operating 
offices and staff offices of the Maritime Administration. 


7. Office of Investigator: 
Direct i 
Reimbursable 


Woe Sy ek 


Conducts investigations as the Chairman-Administrator may direct, acts as 
liaison with the Federal Bureau of Investigation and other investigative agencies 
of the Federal Government, and is responsible for the Security Program of the 
Federal Maritime Board and the Maritime Administration. 


8. Organization and Methods Office: 
Direct 
Reimbursable 


Total a 


Conducts managementstudies as a staff service for the Chairman-Administrator, 
Deputy Administrator and Office Chiefs, throughout the organizational com- 
ponents of the Federal Maritime Board and Maritime Administration. Prepares 
manuals, orders, bulletins, and approves the use, svstems, and procedures and 
administers the design, standardization and control of forms for the administration. 
9. Office of Special Assistant: 

Direct iit dest : , ‘ 5 
Reimbursable ____ _- be 0 


Total 2. ep eae oe Se 5 


Maintains liaison with other Federal agencies, departments, and international 
organizations, concerning Maritime matters, and coordinates, supervises and is 
responsible for specific inter-agency activities as directed. 

10. Office of Labor Adviser: 
Direct *” 
Reimbursable 


Total 


Maintains liaison with labor organizations, representatives of management, 
and with governmental agencies responsible for formulation and administration 
of labor policies. 
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11. Office of Information: 
Direct 
Reimbursable 


Total : _—_ Sic 


Issues or elears for issuance all information for the general public concernin: 
the decisions and activities of the Federal Maritime Board and Maritime Adminis 
tration; edits and arranges for policy and security clearance, production ar 
distribution of all public actions for the general public; and Prepares for th« 
Chairman-Administrator annual reports to Congress. 

12. Division of Claims: 
Direct 
Reimbursable 


Total 
Page reference 


Examines, negotiates, settles or recommends settlement of claims in favor 
or against, the Maritime Administration and processes tax credits applicable 
recapture of profits incident to settlement of claims, 


13. Immediate Office of the General Counsel: 
Direct 
Reimbursable 


Total : 
Page reference 25 


Renders legal adviee to the Federal Maritime Board and the Chairman- 
Administrator; represents the Board and Administration in litigation or admin- 
istrative proceedings and renders services with respect to legislative matters, 
orders and regulations; supervises the component divisions and field units of 
this office. 

14. Division of Contracts: 
Direct 
Reimbursable 


Total .. 24 


Page reference 25 


Responsible for legal work with respect to the preparation, execution, interpr 
tation, renegotiation, award, termination and settlement of contracts and agreec- 
ments, pertaining to vessels, shipyards and terminal facilities. 


15. Division of Legislation: 
Direct 
{eimbursable 


Total 
Page reference 


Responsible for rendering legal advice and counsel in connection with legis 
lative matters and executive orders relating to the activities of the Federal 
Maritime Board and the Maritime Administration, including recommendations 
on proposed legislation. 


16. Division of Litigation: 
Direct 
Reimbursable 


Total 


Page reference 


Responsible for acting and advising with respect to litigation, claims, adminis- 
trative hearings and procedures, regulatory, admiralty and marine insurancé 
The Division prepares and assists the Department of Justice in trying a large 
number of cases in all courts. 
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17. Program planning office: 
Direct : 
Reimbursable_ 0 


Total Bern gts 8 


rF In a joint staff capacity to the Maritime Administration and the Federal 
Maritime Board, develops and recommends long-range merchant marine policies 
and programs; determines, develops, and recommends specific projects necessary 
to implement long-range policies and programs adopted by the Federal Maritime 
joard and the Maritime Administration; and coordinates national defense plan- 
ning and operating programs with those of other Government agencies. 


18. Budget office: 
Direct 
teimbursable 


Total.... ~ 7 - 3 


Provides assistance to the Chairman-Administrator in the development and 
execution of budgetary policies and in the submissions of regular and supplemental 
budget estimates and justifications for the Federal Maritime Board and the 
Maritime Administration. 


19. Personnel office: 
Direct BA eed | a 
Reimbursable __- : eesice. 0 
Total —— 
Page reference . ; 1 


Plans and administers personnel activities necessary for the conduct of a con- 
sistent, efficient and equitable personnel program, within applicable provisions 
f laws, rules, regulations, and policies for the Federal Maritime Board and the 
Maritime Administration. 

The Office of the Comptroller is responsible for rendering financial advice and 
opinions to the Federal Maritime Board and the Chairman-Maritime Adminis- 
trator and services with respect to accounting, auditing, financial analysis, collec- 
tion of amounts due, and insurance matters. 


20. Immediate Office of the Comptroller: 
Direct 
Reimbursable 


Total 
Page reference_- —-- 


Super ises the activities of the Division of Accounts, Division of Audits, Divi- 
sion of Insurance, Division of Credits and Collections and the distriet comp- 
trollers in the field. 


21. Division of Accounts: 
Direct 
feimbursable 


Total 
Page reference 


Maintains general accounts and related records of the Maritime Administra- 
tion, and prepares financial statements therefrom, and maintains accounting 
control over appropriated funds. 


22. »ivision of Audits: 
Direct 
Reimbursable 


Total J 
Page reference nth agit 


Performs all required external auditing: prescribes uniform systems of accounts 
for contractors; and maintains control records for all statutory and contractual 
reserve funds. 





572 INDEPENDENT OFFICES APPROPRIATIONS, 1953 


23. Division of Credits and Collections: 
Direct 
Reimbursable 


Total aad : GF atgitacene eee er 2 
Page reference nin a : Pera ye. . =) 


Procures, analyzes, and maintains custody of financial statements submitted 
to the Maritime Administration, and prepares such reports as may be required 
regarding the corporate structure, and the financial operations and status of 
contractors. 

24. Division of Insurance: 
Direct 
Reimbursable 


Total 
Page reference , 

Administers the insurance program of the Maritime Administration; examines 
negotiates, and settles or recommends settlement of claims of a marine and marine 
war risk nature; and takes all required action to insure compliance with insurance 
provisions of contracts. 

25. National Shipping Authority—Office of the Director: 
Direct 
feimbursable 


Total 
Page reference 
This office directs and administers all programs of the National Shipping 
Authority. 
26. National Shipping Authoritv—Office of Tanker Services: 
Direct 
Reimbursable 


Total 
Page reference 
Plans and develops policies, procedures and regulations for conducting tanker 

operations at such time as defense requirements make mandatory government 
operations of tankers, and allocates tanker tonnage between programs in ac 
cordance with industry’s voluntary plan for the contribution of tanker capacit, 
for national defense requirements. 
27. National Shipping Authority—Office of Requirements and Allocations: 

Direct 

teimbursable 


Total 
Page reference 
Plans, coordinates and develops long-range shipping programs for the impor 

and export of material and commodity requirements for the Military, foreign 
aid and essential civilian programs. Reconciles such shipping requirements 
with actual or potential shipping supplv. Reviews utilization of vessels inbound 
and outbound in terms of voyage time, use of cargo space, etec., and selects ports 
of loading and discharge. 
28. National Shipping Authority—Office of Maritime Labor Policy: 

Direct 0 

Reimbursable add 10 


Total __ 7 as 10 

Page reference 28 

Formulates and supervises poliev governing all personnel engaged in the opera- 

tion and repair of ships for the Maritime Administration. Conducts negotia 

tions in all matters coneerning labor relations as they involve labor organizations, 
private industry and governmental industries. 
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29. National Shipping Authority—Office of Ship Operations: 
Direct... 
Reimbursable. - 68 
Total... 12: 
Page reference ~~ ~~ 9 
Supervises and administers all matters pertaining to the operation of Govern- 
ment-owned vessels under general agency agreement, the maintenance and 
repair of Government-owned vessels in operation (all types of charter), the 
maintenance of reserve fleets and preservation of vessels therein, the cost analysis 
of operation and repair, and the administration of operating contracts. 
The Office of Ship Construction is responsible generally for the conduct of activi- 
ties relating to ship design, construction, reconstruction, reconversion, better- 
ments and trial and acceptance of ships built with Government funds. 


30. Office of the Chief: 
Direct _ 2% 
Reimbursable 10 


Total a 

Page reference : 14 

Supervises the activities of the Division of Preliminary Design, Division of 

Estimates, Division of Technical Development, and the Trial and Guarantee 

Survey Board, and provides administrative services including the receipt of bids 
and plans for the entire office. 


31. Division of Preliminary Design: 
Direct 17 
Reimbursable : 0 

Total ; 17 

Page reference. ] 


Determines the basic characteristics of all ships constructed, reviews, and ap- 
proves basic designs submitted by applicants for government aid and conducts 
research and testing in connection with specific problems of ship design. 


32. Division of Production: 
Direct , 10 
Reimbursable 0 


Total -, 46 
Page reference ; 14 


Develops ship construction production schedules, prepares erection schedules 
for various types of ships, and prepares construction material and component 
requirements and procurement schedules. 


33. Division of Estimates: 
Direct 22 
Reimbursable : 0 


Total___ 22 
Page reference. te 


Prepares and reviews cost estimates for proposed new construction, recon- 
ditioning, and betterments; prepares contract material for contracts and invita- 
tions to bid; reviews estimates of increases or decreases in contract prices due to 
proposed or authorized changes in construction plans. 


) 


34. Division of Technical Development: 
Direct _ 80 
Reimbursable 0 


WR evs ccc , 7 ge : 80 
Page reference dain RO 


Develops and prepares hull, machinery, and electrical plans and specifications 
for new construction, reconditioning and betterments; reviews and approves 
plans and specifications and working drawings submitted by owners, contractors, 
and design agents. 
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35. Trial and Guarantee Survey Board: 
Direct ¥ 
Reimbursable-_-_-- - 


Total__- See. 
Page reference___ _ 


Conducts sea trials and acceptance surveys prior to delivery and guaranty 
surveys subsequent to delivery of newly constructed, reconditioned, or bettered 
ships in which the Maritime Administration has an interest by way of subsidy, 
mortgage aid, or ownership. 


36. Office of the Chief, Office of Subsidy and Government Aid: 
Direct 
Reimbursable _--- 


Total__- a 
Page reference_______--_-- 


In addition to supervising the activities of the divisions under this office, 
activities in connection with the applications for sale, charter, lease, mortgage or 
transfer of United States-flag ships to noncitizens or foreign flag and required 
housekeeping functions are accomplished. 


37. Division of Construction Costs: 
Direct 
Reimbursable___-_ 


Total 
Page reference__ 


This division is responsible for the collection of cost data of foreign ship-building 
centers; the development of comparable data in the United States and the prepa- 
ration of recommendations to the Federal Maritime Board in the selection of a 
representative foreign shipbuilding center in the determination of the construc- 
tion-differential subsidy; the establishment of foreign costs and subsidy deter- 
minations for minimum charter rates; provides the Department of Defense with 
information, particularly important cost data to the Navy, data regarding foreign 
shipbuilding centers to the Army, sources of materials and maps, airplane views 
location of shipyards and shops in foreign shipbuilding centers to agencies such 
as the Army Map Service. 

38. Division of Contracts: 
Direct Si nee 
{eimbursable__._.- - - 


Total__ 
Page reference. 


Processes applications for operating and construction differential subsidy and 
other Government aid, including financing for construction without subsidy, 
payment of cost of national defense features, trade-in allowances on obsolet: 
ships, ship mortgage insurance aid, Government acquisition of ships and the 
construction and charter of ships. Receives reports relative to applications, 
comments and shows conclusions therefrom and prepares recommendations for 
submission to the Federal Maritime Board and/or Administrator. Administers 
reserve funds and provisions of subsidy and other Government aid contracts. 
Collaborates with other organizational eleWents of the Maritime Administration 
on matters relating to subsidized operators, 


39. Division of Operating Costs: 
Direct 
Reimbursable 


Total 
Page reference 


Collects, analyzes, and evaluates information on costs of vessel operations by 
United States operators and foreign competitors. Calculates and recommends 
operating-differential subsidy rates representing the disparity of the costs between 
United States-flag operators and their recognized foreign competitors with respect 
to items of subsidizable expenses. Conducts studies of operating costs and prac- 
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tices of subsidized operators to determine the efficiency and economy of their 
operation and Maintain a system of comparative vessel operating expenses of 
United States subsidized operators. 


40. Division of Ship Statistics: 
Direct — 
Reimbursable_- 


Total__ 
Page reference 


Collects, Maintains, analvzes and prepares data relative to cargo and passenger 
ships and maritime labor. Prepares current shipping economic studies and sta- 
tistical analyses and publishes shipping data and analvses for use by the organi- 
zational elements of the Maritime Administration, Federal Maritime Board, 
Government agencies, and the maritime industry. These data and analvses are 
used as the basis for subsidy calculations, trade-route studies, and hearings before 
the Trial Examiners. ‘ 


11. Division of Trade Routes: 
Direct pes z eo _ ss ets 20 
Reimbursable___-—- - a : : : Th oes 0 


f 


Total catad a 
Page reference so 1 
Reviews foreign trade routes with respect to their essentiality and determines 
United States-flag service requirements as to number and type of ship and required 
sailings. Determines, on an annual basis, amount and extent of foreign-flag 
cargo and passenger competition encountered by subsidized operators on each 
subsidized service. Reviews and approves sailing schedules of each ship in sub- 
sidized service. Reviews and makes recommendation with respect to applications 
for construction and operating-differential subsidy contracts. Prepares data and 
analyses in order to represent the Maritime Administration at hearings requiring 
determinations by the Federal Maritime Board and/or the Maritime Administrator 
12. Office ef Property and Supply Office of the Chief: 
Direct - 
Reimbursable ; 0 


Total a ; cal 6. o> 7 


The Office ef the Chief Office cf Property and Supply is responsible for the 
over-all direction and administration of all activities incident to the funetions 
of the Office of Property and Supply i. e. procurement and disposal of real and 
personal property; the disposal cf ships; the maintenance or operation of ware- 
heusex, marine terminals, and reserve shipyards; port development; industrial 
mobilization; and the rendering of office services. 


13. Division of Ports and Facilities: 
Direet — 13 
Reimbursable : 0 


Total ; : 8 


Pace reference en ; ‘ 20 


The Division ef Perts and Facilities, departmental and field, is responsible for 
the activities invelvins reserve shipyards, terminals and warehouses, real estate 
activi‘ies ef the Administration, maintenance of reserve fleet sites, claimant 
acency resp*nsibilities fer the commercial shipyard industry of the United States 
for shipvard facilities construction, and engaces in port development. activities. 
14. Division of Purchase and Sales: 

Direct 56 
teimbursable 20 


Total 76 
Pare reference 20-21 


The Division ef Purchase and Sales, departmental and field, is responsible for 
a) evnductine the procurement, utilization, and disposal activities relating to 
material, supplies and equipment, rendering vessel and other inventory services, 


95711—52 37 
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and domestic freight traffic activities; (b) conducting the activities involving t}), 
industrial mobilization program; (c) the sale of vessels for scrap or specializ: 

service under the Merchant Marine Act, 1936, as amended, and the Mercha): 
Ship Sales Act, 1946, as amended. 


45. Division of Office Services: 


Direct 5 : ; att an alt i S4 
Reimbursable Seas 1() 
Ee Se a tk le ake cw inka Boe: 100 


The Division of Office Services, departmental and field, performs office servic 
functions which involve handling the mail, files, IBM machine tabulating, con 
munication, records management, automotive services, etc. 


Salaries and expenses, administrative, Washington, D. C. 


Direct ; a s git eaten 2.0014 
Reimbursable abdan 214 
Total... we ; : te, Sees 


Reserve fleet 
46. Reserve fleets— Department staff: 


Direct ‘ 4 xu 5 
Reimbursable __ Bee ‘ ; 0) 
EN et ce Det he a en 5 


This small group is responsible for the technical survey and the efficient conduct 
of preservation activities at all fleet sites of the reserve fleet program. 


Maritime training 
47. Office of the Chief: 


Direct ‘ Miumead. =e 
Reimbursable See dams mse rims 2 

i kas ee eee Ste as agile ae eo 25 
Page reference___________- ee Se ae ee eee 


Responsible for the administration of all phases of the program for training 
licensed and unlicensed personnel for the merchant marine. Maintains liaison 
with various offices of the Administration, including the Personnel Office, Budget 
Office, Office of the Comptroller, and Division of Purchase and Sales. 


48. Division of Cadet Training: 


Direct ils ) 
Reimbursable el aencts tai aoad 0) 

Total = a a 
Page reference... . ..~..<<ucsscaecec a 2 Pp oe ee es 38 


Responsible for the administration of the United States Merchant Marin: 
Cadet Corps at Kings Point, N. Y., and its related activities including the appoint- 
ment of cadets. 

49. Division of Maritime Service Training: 
Direct 12 
teimbursable . — : iets 


Total__- z . : ae 12 
PMG: PORNPONIOE 6. oc oc wim ewe sn eee Ota eh a ee ch 38 


Responsible for training maritime service personnel in refresher, upgrade and 
specialist courses at Sheepshead Bay, N. Y., and Alameda, Calif., and correspond 
ence courses of the United States Maritime Service Institute. 


59%. Division of State Marine Schools: 
Direct ) 
Reimbursable 
Total 2 
Page reference ~~ 43 
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Responsible for the enforcement of Federal regulations imposed by law on the 
academies of the States of Maine, Massachusetts, New York and California. 


Maritime training, administrative, Washington, D. C.: 
Direct ‘ ; 
Reimbursable 


Total 
FIELD 


Administrative 
\tlantic coast 
51. Office of Coast Director: 
Direct 
Reimbursable 


Total , 

Serves as top administrative representative of the Federal Maritime Board 

and the Maritime Administration in its respective field area. Responsible for 

seeing that al! phases of the Administration’s policies, programs and interests are 

being given adequate attention in the field, and coordinates the field activities 
of the various offices. 


52. Office of information: 
Direct 
Reimbursable 


rotal._. er 


To furnish point of contact for press, radio, shipping industry, and general 
publie concerning public information in the New York Port area. 


53. Office of General Counsel: 
Direct 
Reimbursable 


Total 
Page reference 25 
Provides legal representation for the Federal Maritime Board and the Maritime 
Administration in Atlantic coast area, and engages in settling unlitigated claims 
filed within the jurisdiction. 
54. Office of Personnel: 
Direct 
Reimbursable 


Total 
Page reference 
Administers the personnel operations and activities within the Atlantic coast 

district area subject to general supervision and technical direction of the personnel 
office in Washington. 
55. Office of Ship Construction—Field Construction Office, Camden, N. J.: 

Direct : <i 

Reimbursable 


Total 
Page reference 
Inspects, tests and approves the construction of Maritime Administration ships 
and their components for conformance with contract specifications, requirements, 
and standards of the Maritime Administration and other regulatory bodies, 
certifying as to construction progress and taking delivery of completed ships. 
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Field Construction Office, Chester, Pa.: 
Direct 
Reimbursable 


Total 
Page reference 
Inspects, tests, and approves the construction of Maritime Administration 
ships and their components for conformance with contract specifications, require- 
ments and standards of the Maritime Administration and other regulatory bodies, 
certifying as to construction, progress, and taking delivery of completed ships 


Field Construction Office, Newport News, Va.: 
Direct eee : fit 20 
Reimbursable____-_-__- er ee 0 


Total ae oe i 2) 
Page reference a oo se 
Inspects, tests, and approves the construction of Maritime Administratio: 
ships and their components for conformance with contract specifications, require- 
ments, and standards of the Maritime Administration and other regulatory 
bodies, certifying as to construction progress and taking delivery of completed 
ships. 
58. Field Construction Office, Quincy, Mass.: 
Direct 
Reimbursable 


Total ; 
Page reference 5 
Inspects, tests, and approves the construction of Maritime Administration 

ships and their components for conformance with contract specifications, require- 
ments, and standards of the Maritime Admini-tration and other regulatory 
bodies, certifying as to construction progress and taking delivery of completed 
sins. 
59. Field construction office, Sparrows Point, Md.: 

Direct 

Reimbursable 


Total 
Page reference 


Inspects, tests, and approves the construction of Maritime Administration ships 
and their components for conformance with contract specifications, requirements 
and standards of the Maritime Administration and other regulatory bodics, 
certifying as to construction progress and taking delivery of completed ships. 


60. Office of Subsidy and Government Aid: 
Direct 
Reimbursable_.__ 


Total 
Page reference : Z ; wns ie : 16 


It is the responsibility of _ organizational unit to secure manning scales from 
vessel manifests of all foreign vessels entering the port of New York, and the 
securing of itineraries of ke vessels. 


61. Office of Property and Supply—Office of the Chief: 
Direct . 
Reimbursable. 


Total 
The Office of the Chief, Office of Property and Supply, is responsible for t 
over-all direction and administration of all activities incident to the functions of 
the Office of Property and Supply, i. e., procurement and disposal of real an 
personal property; the disposal of ships; the maintenance or operation of war 





2) 
0) 


20 


20 
0 
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houses, marine terminals, and reserve shipyards; port development; industrial 
mobilization; and the rendering of office services, 


62. Office of Property and Supply—Division of Purchase and Sales: 





i a Ne aN a a a a 75 
er Se a 30 
OR oat Uti oe! ts Soa weweth Ju ewan ada Wiadaa Sub twaketntell 105 


The Division of Purchase and Sales, departmental and field, is responsible for 
(a) conducting the procurement, utilization, and disposal activities relating to 
material, supplies, and equipment, rendering vessel and other inventory services, 
and domestic freight traffic activities; (6) conducting the activities involving the 
industrial mobilization program; and (c) the sale of vessels for scrap or specialized 
service under the Merchant Marine Act, 1936, as amended, and the Merchant 
Ship Sales Act, 1946, as amended. 


63. Office of Property and Supply—Division of Office Services: 
Direct Shield «tied CER adie inh abiedibhh batten ddenes 16 
Reimbursable___- 


Total__. 


The Division of Office Services, departmental and field, performs office service 
functions which involve handling the mail, files, IBM machine tabulating, com- 
munication, records management, automotive services, ete. 


64. National Shipping Authority—Office of the District Chief: 
a ars Skanes Bt, oe Ae ae eae 0 


PeUPOROIG. oo oe ww nk Se eet Free ee 2 
PN a Ei lat os Ne rs OI SS rel al teed Sache Lh 2 
ORO OO cos enw - REE Seer aT oe 27-28 


Directs and administers all programs and activities of the National Shipping 
Authority in the respective coast district. 


65. National Shipping Authority—Office of Tanker Services: 


Direct wa As ee Alba cat. TCs. Goo. 0 
enue NINN toon ee Slew sdwawepeawauuen Cack 3 

I NN i fs ts a ne a a Ne d 
Page reference... ..........- ae aoa ead er ae 


Plans and develops policies, procedures, and regulations for conducting tanker 
operations at such time as defense requirements make mandatory Government 
operation of tankers, and allocates tanker tonnage between programs in accord- 
ance with industry’s voluntary plan for the contribution of tanker capacity for 
national defense requirements. 


66. National Shipping Authority—Office of Ship Operations: 
i x: cat aston aiiet ; 3% 


IS ih ara eric ata 122 
I i Eas ca Fa I hie ea Saale aria a ick dealer ee 155 
Page reference_______---- a s 4 ae oe 27-28 


Responsible for the operation, maintenance, and repair of all ships, and related 
activities thereto, in the respective coast district. Supervises and administers 
all matters pertaining to the operation of Government-owned vessels under gen- 
eral agency agreement, the maintenance and repair of Government-owned ves- 
sels in operation (all types of charter), the maintenance of reserve fleets and 
preservation of vessels therein, the cost analysis of operation and repair, and the 
administration of operating contracts. 

67. Office of District Comptroller: 


year tects teal ee eae cie ee wae ; me ei ra 5 
Reimbursable 


ts ET T= er PN Ie ET RSENS ee eee 0 
ET ee Se eT ee EP Wee Se Re ed ea 5 
OMIT, ttt SD id ae cad wes Sawai eee niee dé 23 


Supervises the activities of the Division of Accounts and the Division of Audits 
for the district. 
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68. Division of accounts: 
Direct Z 
Reimbursable 


Total 
Page reference 
Maintains general accounts and related records of the Maritime Administratio; 
prepares financial statements therefrom, and maintains accounting control o\ 
appropriated funds for the district. 


69. Division of Audits: 
Direct 
Reimbursable 


Total 
Page reference 
Performs all external auditing; prescribes uniform systems of accounts 
sontractors in the district. 


Salaries and expenses, administrative, Atlantic Coast 


Direct 
{eimbursable 


Total 


G if coast 
70. Office of Director 
Direct 
Reimbursable 
Total i “a ‘ ‘ { 
Serves as top administrative representative of the Federal Maritime Board and 
the Maritime Administration in its respective field area. Responsible that all 
phases of the Administrator’s policies, programs, and interests are being give: 


] 


adequate attention in the field, and coordinates the field activities of the various 


offices. 

71. Office of the General Counsel: 
Direct 
Reimbursable 


Total i : 
Page reference______- ae ised : 

Provides legal representation for the Federal Maritime Board and the Maritime 
Administration in Gulf coast area and engages in settling unlitigated claims filed 
within the jurisdiction. 

72. Office of Personnel: 
Direct 
Reimbursable 


Total 


Page reference __- di 1. 29 


Administers the personnel operations and activities within the Gulf coast area 
subject to general supervision and technical direction of the personnel office 
Washington. 

73. Office of Ship Construction—field construction office, Pascagoula, Miss.: 
Direct ; ie ee ae 
Reimbursable 5 


{) 


Total = . 
Page reference - - - : , 
Field construction offices inspect, test, and approve the construction of Mari 
time Administration ships and their components for comformance with contract 
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pecifications, requirements and standards of the Maritime Administration and 
other regulatory bodies, certifying as to construction progress and taking delivery 
of completed ships. 


74. Office of Property and Supply—Office of the Chief: 
Direct 2 
Reimbursable : 0 


i a4 : 2 


The Office of the Chief is responsible for the over-all direction and adminis- 
tration of all activities incident to the functions of the Office of Property and 
Supply, i. e., procurement and disposal of real and personal property; the disposal 
ff ships; the maintenance or operation of warehouses, marine terminals, and 
eserve shipyards; port development; industrial mobilization; and the rendering 
if office services. 


75. Office of Property and Supply—Division of Purchase and Sales: 
Direct 
Reimbursable 


Total 


The Division of Purchase and Sales, departmental and field, is responsible for 
a) conducting the procurement, utilization and disposal activities relating to ma- 
erial, supplies and equipment, rendering vessel and other inventory services, and 
domestic freight traffic activities; (b) conducting the activities involving the in- 
dustrial mobilization program; (c) the sale of vessels for scrap or specialized service 
inder the Merchant Marine Act, 1936, as amended, and the Merchant Ship Sales 
Act, 1946, as amended. 


76. Office of Property and Supply—Division of Office Services: 
Direct 
Reimbursable 


Total : gies 7 


The Division of Office Services, departmental and field, performs office service 
functions which involve handling the mail, files, IBM machine tabulating, com- 
munication, records management, automotive services, etc. 


77. National Shipping Authoritvy—Office of District Chief: 
Direct 0 
Reimbursable 9 


Total E : 2 
Page reference ' 27, 28 


Directs and administers all programs and activities of the National Shipping 
\uthority in the Gulf district (field). 


78. National Shipping Authority—Office of Ship Requirements and Allo- 
cations: 
Direct ‘ 0 
Reimbursable 2 


Total 9 
Page reference 4 _ 27, 28 


Determines cargo liftings, space utilization and ports of loading and discharge 
n the respective coast districts (field) (see item 27). 


79, National Shipping Authoritvy——Office of Ship Operations: 
Direct 
Reimbursable 
Total . 92 
Q”" 


Page reference ; : 27, 28 


Responsible for the operation, maintenance, and repair of all ships, and related 
activities thereto, in the respective Gulf districts (field) (see item 29). 
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80. Office of District Comptroller: 
Direct : 
Reimbursable 


Total 
Page reference 


Supervises the activities of the Division of Accounts and the Division of Audits 
for the district. 


81. Office of the Comptroller— Division of Accounts: 
Direct 
Reimbursable 


Total : eee 18 
Page reference Gites 23, 29 


Maintains general accounts and related records of the Maritime Administratio1 
prepares financial statements therefrom, and maintains accounting control over 
appropriated funds for the district. 

82. Office of the Comptroller—Division of Audits: 
Direct 
Reimbursable 


Total ; net Lia Seu et 2! 
Page reference E ee ; : 23, 29 


Performs all external auditing; prescribes uniform systems of accounts for 
contractors in the district. 


Salaries and expenses, administrative, Gulf coast 
Direct 
Reimbursable 


Total 
Pacific coast: 
83. Office of Coast Director: 
Direct 
Reimbursable 


‘Lotal... 


Serves as top administrative representative of the Federal Maritime Board and 
the Maritime Administration in its respective field area. Responsible that a 
phases of the Administrator’s policies, programs, and interests are being giver 
adequate attention in the field, and coordinates the field activities of the various 
offices. 

84. Office of the General Counsel: 
Direct 
Reimbursable 


Total 
Page reference 


Provides legal representation for the Federal Maritime Board and Maritim: 
Administration in the Pacific coast area and engages in settling unlitigated claims 
filed within the jurisdiction. 

85. Office of Personnel: 
Direct 
R ‘imbursable 


Total 
Page reference 


Administers the personnel operations and activities within Pacific coast district 


area subject to general supervision and technical direction of the personnel offic 
in Washington. 
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86. Office of Ship Construction—field construction office, San Francisco: 
Direct 
Reimbursable 


Total 
Page reference 


Field construction offices inspect, test, and approve the construction of Marie 
time Administration ships and their components for conformance with contract 
specifications, requirements, and standards of the Maritime Administration and 
other regulatory bodies, certifying as to construction progress and taking delivery 
of completed ships. 


87, Office of Property and Supply—Office of Chief: 
Direct 
Reimbursable 


Total 


Responsible for the over-all direction and administration of all activities incident 
to the functions of the Office of Property and Supply, i. e., procurement and dis- 
posal of real and personal property; the disposal of ships; the maintenance or 
operation of warehouses, marine terminals, and reserve shipyards; port develop- 
ment; industrial mobilization; and the rendering of office services. 


88. Office of Property and Supply—Division of Purchase and Sales: 
Direct 
Reimbursable 


Total ec 


This division, departmental and field, is responsible for (a) conducting the pro- 
curement, utilization, and disposal activities relating to material, supplies, and 
equipment, rendering vessel and other inventory services, and domestic freight 
traffle activities; (6) conducting the activities involving the industrial mobiliza- 
tion program; (c) the sale of vessels for scrap or specialized service under the 
Merehant Marine Act, 1936, as amended, and the Merchant Ship Sales Act, 1946, 
as amended. 


89. Office of Property and Supply—Division of Office Services: 
Direct : 
Reimbursable 


Total__. 


This division, departmental and field, performs office service funetions whic 
involve handling the mail, files, IB M machine tabulating, communication, records 
management, automotive services, etc. 


90. National Shipping Authority—Office of District Chief: 
Direct 
Reimbursable 


Total__- gies : ses : : 3 
Page reference & : : 27,28 


Directs and administers all programs and activities of the National Shipping 
Authority in the Pacific coast district (field). 
91. National Shipping Authority—Office of Ship Requirements and 
Allocations: 
Direct a 
Reimbursable _- 


Total_- Re Sees 
Page reference 


Determines cargo liftings, space utilization and ports of loading and discharge 
in the respective coast districts (field) (see item 27). 
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92. National Shipping Authority—Office of Ship Operations: 
Direct 
Reimbursable 


Total 
Page reference__-_ 


Responsible for the operation, maintenance, and repair of all ships, and relat: 
activities thereto, in the respective coast districts (field) (see item 29). 
93. Office of District C mantel 
Direct _- ; 
Reimbursable 
Total 
Page reference- 


Supervises the activities of the Division of Accounts and the Division of 
Audits for the district. 


94. Office of Comptroller—Division of Accounts: 
Direct. __- él 
Reimbursable 


Total 


Page reference 


Maintains general accounts and related records of the Maritime Administration 
prepares financial statements therefrom, and maintains accounting control ove: 
appropriated funds for the district. 


95. Office of the Comptroller—Division of Audits: 
Direct 
Reimbursable 


Total_- ian i eed ar ccis 
Page reference__- : = Bioeees 2 bi rt sc th toupee ae 


Performs all external auditing; prescribes uniform systems of accounts for 
contractors in the district. 


Salaries and expenses, administrative, Pacific coast 
Direct 
Reimbursable _ - - 


ae ea. 
Foreign 


96. Office of the Director, National Shipping Authority: 
Direct 
Reimbursable 
Page reference 


Total_- 


Acts as foreign representative of the National Shipping Authority and _ is 
responsible for all matters pertaining to the activities thereof in foreign ports. 


97. Office of Comptroller, Division of Insurance, London, England: 
Direct 
Reimbursable 


Total__- : ‘ 
Page reference-- -- ciara Peeve 
An office of the Division of Insurance is maintained in London, England, 
service British marine-insurance companies. 


Salaries and expenses, administrative, all field offices 
Direct___- one . 
Reimbursable 


Total. 
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Reserve fleels 
98-105: 
Direct__-- 
Reimbursable - 


{le ‘ , a ; se ic. sg, Bae 


Page reference _ - 2 ~ ; ; : im cee, 


All fleets conduct the basic and recurring preservation of the various Govern- 
ment-owned vessels assigned to the respective fleet sites, and in general are 
responsible for the protection and maintenance to specified standards of such 
vessels. 


Shipyards, warehouses, and terminals 


106-118: 
Direct __. as : ; ee ; 370 
Reimbursable - : Sa ; Spee ea 93 
Total... : roe Sens 463 
Page reference _ — natn . } Se 


Shipyards.—Four Government-owned reserve shipyards are maintained on an 
inactive basis for national-defense and security purposes. Locations: Wilming- 
ton, N. C.; Richmond, Calif.; Alameda, Calif.; and Vancouver, Wash. 

Warehouses.—Five major and two subwarehouses are operated to provide 
facilities for the receipt, storage, and issuance of marine equipment and supplies 
required in the conduct of the Maritime Administration’s current operations, 
such as reserve fleets, terminals, shipyards, and vessel-operating activities. The 
warehouses also store and preserve marine equipment required in emergency for 
the reactivation of vessels in reserve fleets, and for construction, repair, and 
operation of vessels in time of national emergency. Locations: Hoboken, N. J.; 
Norfolk, Va.; New Orleans, La.; Baltimore, Md.; and Richmond, Calif.; and 
subwarehouses at Wilmington, N. C. and Vancouver, Wash. 

Terminals.—Four Government-owned marine terminals maintained by the 
Maritime Administration at Boston, Mass.; Hoboken, N. J.; Philadelphia, Pa.; 
and Norfolk, Va. These terminals are leased to qualified commercial marine 
terminal operators and the substantial receipts therefor are deposited with the 
Treasury. 


Reimburs- 


Total Direct able 


Atlantic coast_....-- PS eo 8 223 60 
Gulf coast , 5 | 22 23 
Pacific coast... 


Total... 


Maritime training 
119, Atlantic Coast— Medical activities—Reserve fleets: 
Direct 

Reimbursable 


Total 
Page reference 


Assignment of one pharmacist mate at each reserve-fleet site in the area, to 
render first aid and medical treatment to Administration employees, on a reim- 
bursable basis. 


120. Division of Cadet Corps Training, Kings Point Academy, N 
Direct- — 
Reimbursable 


Total ale tN Oty SSeS tee eA 3 : 307 
Page reference : : ae Sa. A ee ae 


tesponsible for quartering and training cadet midshipmen to become third 
mates (desk officers) and third assistant engineers (engine officers) in the mer- 
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chant marine. Upon graduation, cadet midshipmen receive the degree of bach: 
lor of science and are commissioned as ensign, United States Maritime Service 
and United States Naval Reserve (Merchant Marine Reserve), in inactive status 
121. Division of Maritime Service Training, Sheepshead Bay Training Station: 
Direct 
Reimbursable 


Total as 3 ; LOS 
Page reference pa Sad eae ae 38 
Responsible for training experienced officers and seamen who have served 6 
months at sea prior to enrollment in a variety of technical courses of 1, 2, and 4 
months’ duration, Shorter courses in fire fighting and lifeboat training are also 
“onducted. These courses prepare officers and seamen for higher ratings as re- 
quired by the industry. 
ntic coda sf 
122. Maritime Service Institute: 
Direct 


Reimbursable 


Total 
Page reference : 
Responsible for correspondence training in both technical and academic courses 
to active licensed and unlicensed seamen. These courses also prepare seamen for 
resident training at the United States Maritime Service Training Stations. 
123. District training supervisor: 
Direct 
Reimbursable 


Total 
Page reference 
Responsible for the supervision and instruction of cadet midshipmen during 
their vear at sea, the second year of the 4-year course, and the recruitment of 
Maritime Service trainees. 


Maritime training, Atlantic coast 
Direct i 
Reimbursable 


Total 
Gulf coast 
124. Custodial activities, St. Petersburg, Fla.: 


Direct 
Reimbursable 


Total 
Page reference 


Responsible for the maintenance and preservation of the United States Maritime 
Service training station in a stand-by status. 


125. Medical activities, reserve fleets: 
Direct 
teimbursable 


Total 
Page reference__-_-- eee 
Assignment of one pharmacist mate at each reserve fleet site in the area, to 
render first aid and medical treatment to Administration employees, on a reim- 
bursable basis. 








ras 
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126, District training supervisor: 


Direct a eee eA a , sins hate 3 
Reimbursable ages : nO Bee 0 

Me ELIT Seu tes: ln Aes Vaile 3 
Page reference_ : : be: ian Tae 


Responsible for the supervision and instruction of cadet midshipmen during 
their year at sea, the second year of the 4-year course, and the recruitment of 
Maritime Service trainees. 


Maritime training, Gulf coast 


Direct F. 10 
{ecimbursable on ; L 2 
Total _ va ed ots 12 


Pacific coast 
127. Medical activities, reserve fleets: 


Direct Brees ta eee hs eel rene, oe Eg as 0 
Reimbursable : aa : : ee 3 
Total . phe i medi paths deeded te et ened a 3 


Page reference ae Grits dealt is ectaiicmiea he Tver inte Sait ac tuted 


Assignment of one pharmacist mate at each reserve fleet site in the area, to 
render first aid and medical treatment to Administration employees, on a reim- 
bursable basis. 


128. Alameda Training Station: 


Direct ___ ; Fee a a Se a ; eae 
Reimbursable : Pe oes amas 2 

Total : f ie etl Ete oe as ion? ae - ae 
Page reference y ‘ ; phe ete Ara Mies Bate 2 


Responsible for training experienced officers and seamen who have served 6 
months at sea prior to enrollment in a variety of technical courses of 1, 2, and 4 
months’ duration. Shorter courses in fire fighting and lifeboat training are also 
conducted. ‘These courses prepare officers and seamen for higher ratings as re- 
quired by the industry. 


129. District training supervisor: 


Direct . a A 3 
Reimbursable ig 0 

Total ; eee 3 
Page reference : , 2 38 


tesponsible for the supervision and instruction of eadet midshipmen during 
their vear at sea, the second vear of the 4-year course, and the recruitment of 
Maritime Service trainees. 


Maritime training, Pacific coast 
Direct : ce | ie 
teimbursable 5 


== ov 
Total a 
Maritime training, all field locations 
Direct : ; -. 488 
teimbursable : a=, 29 
Total ; ca BST 
Maritime Administration, Washington and field 

Direct 3, 687 
Reimbursable 786 
Total 4, 473 


4 oe ARR he 8 a 








588 INDEPENDENT OFFICES APPROPRIATIONS, 1953 


BUDGET PROGRAM DISCUSSED 


Senator Maysank. How much money did you ask the budget for? 

Admiral Cocuraner. Sir, I didn’t bring that figure for you. I can 
supply it for the record. 

Senator Maynank. Do you know how much they cut you in the 
budget? 

Admiral Cocurane. I don’t have it at the tip of my tongue. 

Senator MaysBank. We will put it in the record, to start with, a 
request on the budget. 

Admiral Cocurane. I can get it in a few minutes. 

Senator MayBank. | just wanted to have it to start the record 
with, to show how much you had asked the budget for and how much 
the budget reduced you, and then how much the House reduced you 
Of course, you have that figure. 

Admiral Cocurane. That is correct, sir. 

Senator Maysank. And then what you asked the House for, you 
have the amount of reduction. But the way I wanted it was to show 
the total reduction. You know there is quite a lot of talk about the 
deficit that we have, and the seriousness of our finances. I will pre- 
sume that naturally the budget made some reduction and the House 
made a reduction, and now, as I understand, under the reduction in 
the House, the situation is rather serious in some respects. You can 
address yourself to that. 

(The information showing the reductions made by the Bureau of 
the Budget and the House follows:) 


Requested | Allowed by Bureau of Allowed by | House re- 


Appropriation ‘ of Bureau Bureau of | Budget re- : : 
of Budget Budget duction House duction 
Ship construction . $153, 000, 000 $140, 000, 000 $13, 000,000 $140, 000, 000 
Operating-differential subsidy 65, 000, 000 50, 000, 000 15, 000, 000 20, 000, 000 $30, 000, 000 
Salaries and expenses: 
Administrative expense (limitation) 8, 930, 000 
Increased pay costs 737, 300 
Total... ae 9, 667, 300 9, 212, 000 455, 300 8. 099, 700 1, 112, 300 
Shipyards, warehouses, and termi- 
nals (limitation) ; : 2, 400, 000 
Increased pay costs_. : 54, 100 
Total 2, 454, 100 2, 078, 000 376, 100 1, 764, 090 | 314,00 
Reserve fleet expense (limitation) 8, 715, 000 
Increased pay costs 83, 300 
Total ‘6 8, 798,300 15,570,000 3, 228,300 | 14,512,000 | 1,058, 000 
Total, salaries and expenses 20, 919, 700 16, 860, 000 4, 059, 700 14, 375, 700 2, 484, 30 
Maritime traininz__- 4, 345, 009 7 
Increased pay costs -- ‘ 21, 300 b 
Total 4, 366, 300 3, 865, 000 501, 300 2, 795, 200 1, 069, 800 
State marine schools__- 795, 000 683, 000 112, 000 643, 400 39, 600 
Total, all appropriations 244,081,000 211,408,000 | 32,673,000 | 177,814,390 | 33, 593, 700 


! Exclusive of reappropriation of $1,200,000 from 1952 funds. 


Note.—Amounts requested of the Bureau of the Budget were held to minimum requirements—a hold- 
the-line basis. 
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Admiral Cocurane. Sir, there are only one or two things that I 
would like to make of record at the beginning and that is that while 
the Maritime Administration and the Maritime Board are connected 
now with the Department of Commerce, we are at present being 
carried in the independent offices bill because that was the system that 
was in effect at the beginning of the present Congress. By being in 
the independent offices bill, there has been app arently a little bit of 
feeling that this was not an agency that had defense activities to any 
great extent. 

Senator MayBank. As a matter of fact, there are some activities 
in this as you know. We have atomic energy, and we have the 
National Advisory Aeronautics Board. They testified here and so 
did the military. They are so closely tied together that what affects 
one affects another. This is a $6,280 million bill. I would say that 
the majority of it is in defense. 

Admiral Cocurane. The Atomic Energy Commission is a terrific 
percentage of it. 

Senator MaysBank. Surely, 6 billion. Of course, I think this com- 
mittee feels that it is important. Of course the biggest item is some- 
thing else, which is not defense but a result of war. 


VESSEL OPERATING REVOLVING FUND 


Admiral Cocurane. That is correct. As I say, we have been called 
upon in the last years, as you know, Senator, to expand the activities 
very largely, much of which was done, however, under a vessel oper- 
ating revolving fund, for which we had an actual appropriation of 
only $20 million made in the supplemental of a year ago. Out of 
that, operations were started and expanded on funds which have been 
derived from the income from the operation. So in the month of 
December we were operating on a $40 million a month revenue basis. 

Senator Mayspank. Your funds that you collect, of course, go to 
the Treasury? 

Admiral CocuraNne. Not in this case, Senator, because we do have 
this revolving fund into which freight receipts and charter hire go to 
finance operations. We have conducted this operation almost the 
same as a business concern would do. We have set up reserves and 
made other plans to handle it in the hope that the fund can be fully 
self-liquidating as an operation so far as the Treasury goes. It has 
been a big job and is one part of our effort of which we are quite 
proud. The success of National Shipping Authority stemmed out of 
the results of the planning which Congress had done in years gone by 
in providing the background first, of the reserve fleet of ships, second 
of maritime training of the men that were needed to man the ships, 
and, third of course, through the results of operating subsidy laws 
which have maintained American shipping management in existence 
competent to do the work. 


OPERATION OF VESSELS 


We couldn’t have done what we did without employing the private 
shipping companies as general agents to operate the vessels. It is 
interesting in that connection that the number of ships which these 
companies took on and have operated for us this past winter ex- 
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ceeded the number that they were operating themselves when th 
trouble started, which, as I say, is a very remarkable performance 
That made it possible, in connection with the Korean show, and with 
the support of the effort in Western Europe, to meet all of the re 
quirements of the military. So that as far as I can discover there 
never has been a ton of military cargo on the dockside awaiting 
ship for which we have been asked to make provision. 

Senator, I think that the easiest way to tackle this presentation 
would be to look at this appeal that we sent in which is quite detailed 
I am sure you don’t want to go into detail on all of it, although we can 
run down through it. 


RATIO OF PERSONNEL EMPLOYEES 

Senator MAayBANK. Start on the first one. Page 46, line 2, strike 
out 135 and insert 115. 

Admiral Cocuranr. That is an appeal to retain the present ratio 
of the number of personnel—that is, people handling personnel—that 
we have to the total number of people on board. The ratio we had 
heretofore has been 1 to 115. This year the project is to diminish the 
number of people from 1 to 115 to 1 to 185. Of course, that would 
come at a time when our problems in personnel handling are most 
complex. Of course, we have to operate over four major areas, head- 
quarters here in Washington, and then a district office in New York 
City, one in New Orleans for the Gulf, and one in San Francisco for 
the west coast. That is a management problem. With the reduced 
number of people and with the increased complexity, it makes our 
efforts in that regard the more difficult. 


SHIP-CONSTRUCTION PROGRAM 


Page 3 is the ship-construction program, and that is the appropria- 
tion of money to liquidate obligations that are otherwise incurred. 
We are not asking for any replacement in that. It is money that will 
have to be appropriated as it is required. It appears probable that 
the money that is allowed will be enough. 

Senator MaysBank. In other words, outside of it, the budget 
allowed $140 million and the House allowed $140 million. That is 
right; is it not? ‘ 

Admiral Cocurane. That is right. But we believe that will cover 
us. We may get stuck. 

Senator SALTONSTALL. That is all an authorized program now. 

Admiral Cocurane, Our total program, Senator. 

Senator MaysBank. This particular program was authorized. 

Admiral Cocnrane. The whole program was authorized; yes, sir 

Senator SALTONSTALL. So, there is nothing we can do about. that 
These are contracts already placed. 

Admiral Cocuranr. Yes, sir. 

Senator SALTONSTALL. Suppose we cut vou down below the House 
Suppose we cut that $140 million. What would happen? 

Admiral Cocurane. We probably would have to go back for a 
supplemental. 

Senator SarronsTaLL. That is all based, in your opinion, on con- 
tracts already made 
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Admiral Cocnrane. Very clearly it is. We have no requests for 
additional contract authority. 

Senator SALTONSTALL. The recent contracts call for a total of 
$71,600,000 to be paid for out of the 1954 budget or succeeding 
budgets. 

Admiral Cocurane. That is correct. 

Senator SaLTonsTaLL. You need $140 million this year plus $71 
million in future years to complete the contracts? 


OPERATING SUBSIDIES 


Admiral Cocurang. To complete the contracts. There is no 
additional authority involved in this. The same situation holds on 
the operating subsidies. That again is the moneys toward the liquida- 
tion of authorized obligations. While it is possible in this case that 
we may require more than the $20 million allowed by the House, there 
is some available, and it looks as if that will get through all right. 
There is a language change in that which is very important, one which 
we discussed at some length last year. This one does provide for the 
contracts, that the services would have to be furnished with some room 
for additional contracts. 

Senator SALTONSTALL. This is considered very important to some 
of our shipping interests in New England. How many voyages do 
you need in your opinion this year, 1,600? 

Admiral Cocurane. We asked for more than that, Senator, but 
1,600 will probably cover what is needed. 

Senator SALTONSTALL. Well, strike out that 100 new operators. 


Admiral Cocurane. That is right, if we can avoid a specific reser- 
vation for new operators. 


NEW OPERATORS’ APPLICATIONS 


Senator SALTONSTALL. Are there any new operators building ships 
today or buying ships to operate that you know of? 

Admiral Cocurann. There are new operators who have ships that 
they are very anxious to get into subsidies service, against the almost 
certain inevitable situation where a depression turns up in the ship- 
ping business. We have a number of applications that have been 
standing by for as many as 4 years. We have just gotten one new 
applicant for it. 

Senator SALTONstTALL. Why should they not come in? Why do 
you have sort of, in effect, a closed monopoly there of closed voyages 
with existing firms? Why do vou object to new ships coming in? 

Admiral Cocurane. We don’t object to it, sir. As a matter of 
fact, we would like to have them come in. 


VOYAGE LIMITATION 


Senator SALTONSTALL. But you say that with the limitation of 1,600 
you can’t let new ones in; you have to take care of your old ones. Is 
that right? 

Admiral Cocurane. That is correct. We can’t let all who would 
like to come in come in with this old limitation. 
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Senator SALTONSTALL, Assume we wanted to let some new ones 
come in. In your opinion, how many new voyages for new operators 
should be permitted, forgetting the top limit for the moment? The 
House put in 100. W hat do you say should be the proper figure 
assuming there was no top limit for the number of subsidized voyages? 

Admiral Cocarane. Well, | suggest, Senator, that this will probab|) 
cover What we need to do in the immediate future, if we get a clarifi- 
cation of the languages which are included in the 100. 

Senator Maynank. Did you read that change? 

Senator SALTONSTALL. Yes. What | was trying to bring out from 
the admiral was, assume that we do not want to have a closed monop- 
oly, so to speak, and assume we want to let in new operators. The 
first question is how many voyages should there be for new operators 
and second, how many total vovages should there be if we let in the 
proper number of voyages? ‘The admiral, as 1 understand it, says 
1,600 voyages is enough, and 100 new subsidized yoyages is enough if 
the language i is clarified. Is that correct? 

Admiral Cocuraner. That is correct, Senator. Actually we have 
seven companies but there are several lines that they would like to get 
inon. ‘There are eight companies because one just came in. One or 
two of those, I think clearly, will not qualify. We have two on the 
west coast that we have made another step with and we hope to get 
them cleared in the very near future. The number that we asked for 
was 1,650. The language change, as it is here, was in the expectation 
that we might get two of these companies cleared through in the cur- 
rent fiscal year, and then there was some doubt as to whether the 
language as now set up would have them charged to the new or to the 
old limit as it was worded. You will notice the original wording ‘Of 
which number shall include the number of voyages under contracts 
hereafter awarded,” and on that basis the 1,500 that would be left 
would not be enough to cover the contracts that we need. Throwing 
it back to the first of the fiscal year 1952, we believe that we would be 
reasonably well off and could take care of those new applicants that 
should be approved. 

Senator SALTONSTALL. What was the 1952 language? 

Admiral Cocurane. The 1952 language? 

Senator SALTONSTALL. You approved of the 1952 bill in its final 
form, then. 

Admiral Cocurans. No, there is a change requested in a supple- 
mental bill now in conference which has not been finally approved. 

Senator SaLTonsraLL. But I did not understand your language, 
Admiral. 1 thought you said you would be satisfied if you went back 
to the 1952 language. 

Admiral Cocuraneg. No, sir, go back to the amendment as it is set 
here. There is a language chanze requested in this appeal. 

Senator SALTONSTALL. In other words, you would be satisfied with 
1,600 
which number shall include the number of voyages under contracts hereafte1 


awarded and of which 10) shall be for operators who have not held contract 
prior to July 1951. 


Admiral Cocurane. That is correct, sir. 
Senator SALTonsTALL. That would be the language satisfactory to 
you? 
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Admiral Cocurane. I think that will cover our needs. 

Senator SALTONSTALL. That would not be language satisfactory 
entirely to the merchants marine operators, would it? 

Admiral Cocurane. Industry would like to have more shoulder 
room. 

Senator SaLronstaLu. [Industry would like to have 1,650 voyages, 
but there has to be some limitation, 

Admiral Cocuraner. That is correct. That is what we originally 
went to the House with. 


PROPOSED AMENDMENT 


Senator SALTONSTALL. Assume, Admiral, that this committee, with 
our distinguished chairman cooperating or consenting, assume we put 
in 1,600 with no limitation for new operators. That would be be ‘tter 
than the language that you have now from an industry point of view? 

Admiral Cocuranr. Yes, sir. 

Senator MAyBANK. Off the record. 

(Off the record.) 

Senator SaLronsTauy. Then, from another point of view, another 
thing that this committee could do, if it wanted to satisfy, as far 
as we could, the industry, is change from 1,600 to 1,650, and insert 
the language that vou have or would like. 

Admiral Cocurane. Yes, sir; that would give more room, Senator. 

Senator SarronstAuy. But if we could not do either of those, then 
1,600 you could get away with and be satisfied provided the language 
was put in that vou have rather than the other language. 

Admiral Cocurane. Yes, sir; which clearly gets two of the com- 
panies which we hope to get through this vear inside of the hundred 
limit instead of the 1,500 limit remaining. 

Senator SaALTonstaLL. And by the use of the words ‘‘contracts 
hereafter awarded” vou are meaning the old operators, new contracts 
to old operators, and then saving out the hundred voyages for oper- 
ators Who have not held any contracts, is that right? 

Admiral Cocurane. That is right, Senator, ves, sir. It requires 

340 voyages to take care of those contracts that are now outstand- 
ing. Then we want to have some room to give contracts to com- 
paies that have already held contracts, to expand their services. 
That will allow 160 out for that, and give us then 100 to take care of 
people who have not held contracts at a'l heretofore. 

Senator SALTONSTALL. I think I understand it, thank you. 

Admiral Cocurane. Yes, sir. 

Senator MaysBank. Again off the record. 

(Discussion off the record.) 

Senator SaurronstTaLu. As I understand it, Admiral, the language 
that you wish to insert is merely to clarify the intention of the House. 

Admiral Cocurane. That is correct, sir. 

Senator SALTONSTALL. And does not change the intention of the 
House as far as you can see at all? 

Admiral Cocurane. That is right. 

Senator Mayrank. Off the record. 

(Discussion off the record.) 
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OPERATING DIFFERENTIAL SUBSIDY 


Senator SALTONSTALL. You are satisfied with the reduction of $30 
million in the operating differential money? 

Admiral Cocurane. Senator, that is another case just such as thi 
shipbuilding one, were we have contracts which have been obligated 
and we have to have money to do it. This will probably do. We 
may have to come back for supplementals. 

Senator SatronsrautL. How far behind are you now in paying up 
on your ope rating contracts? 

Admiral Cocuranr. When the present board went into office, that 
whole question was in an almost chaotic condition, Senator. W 
have gotten the old contracts straightened out and are now working 
on setting the rates. 

Senator SALTONSTALL. Off the record. 

(Discussion off the record.) 

Senator SALTONSTALL. All right. 

Admiral Cocurane. I will admit that this law was not written 
with a view to simplicity, but we have done a good deal to simplify 
the procedures. By that means, we have been able to work through 
the backlog. We have cleared off most of the obligations that dated 
back to 1948, and are working and have gotten some up through 
1949 and even a few into 1950 that are being paid. 

Senator Mayrank. When will you get through 1949? 

Admiral Cocurane. We hove by the end of this fiscal vear. It is 
accelerating. We are wav behind. 

Senator SauronsTauy. Admiral, let me ask you this: Last year, if 
my memory is right, and the chairman has a prodigious memory, the 
present-day contracts for operating were without need of operating 
subsidies, am I correct on that? 

Admiral Cocurane. Without the need? 

Senator SauronstaLu. Yes. In other words, we are not paying 
out as much. 

Admiral CocuraNne. Senator, last year, out of 13 companies that 
had subsidies, only three didn’t show a deficit. 

Senator SALTONSTALL. Did vou not show a deficit? 

Admiral Cocurane. Did not show a deficit in their straight in- 
come without any allowances for their overhead, office operation 
In other words, it was just in vovage expenses. 

Senator SALTONSTALL. So that 10 out of 13 companies operating 


did require operating subsidies last vear. 

Admiral Cocurane. That is correct. In 1951 most of them would 
have shown some profit. 

Senator SALTONSTALL. That is what I thought. 


RECAPTURE OF SUBSIDIES 


Admiral Cocurane. But that was before paying taxes or before 
any allowance for the overhead of the operation of the company itself. 
Of course we recapture the amount of the subsidy if their profits 
exceed 10 percent of their necessarily employed capital. That is an 
allowance which the company is allowed to work on. When thet 
income exceeds that. including the subsidies that we pay, they ar 
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req uired to deposit the excess, and at the end of the vear that excess 
is halved. The Government takes half and the company keeps half. 
That is, we take half up to the amount of subsidy that has been al- 
lowed. That is the theory. Of course, actually we use an offset 
system so that if we recapture it we don’t pay it in the first place. 
So a number of these companies were in an operating position where 
all of the subsidy that would have been paid was offset and they were 
viven no actual cash. I[t is true of course that that is a contingent 
liability and if, in subsequent years they run into trouble they can 
call upon us to help them out to the extent of those withheld payments. 
enator Mayranxk. Admiral, are you familiar with your statements 
page 606 of the justification? I think it would be a good thing if 
[ put it in the record, showing the 1,600 vovages and a detailed break- 
down so we would have it on the floor. Without objection will you 
do that for me? 
(The data referred to follows:) 


Varitime Administration—O pe rating-differential subsidies, estimated voyage 
requirements, fiscal years 1952 and 1953 
® 


7 Esti 


mated 


illoca 

Sailings as now 
provided in the | YO%®8S jimitat 
operating sub- ; 4 in Publi 
i from 1 127 


sidv contracts Law 
Subsidized operators and tract voyage esAed : 
presently subsidized service limitation a 


i 
contained) 5& “ty 
in Public require- 
i t ments of 
Lawistt sas 
82d Cong eee 
u 
Mini- Maxi- | fiscal vear .£0U" 
OrD fiseal ve 
mum mum iv 


; 1952 


American Export Lines, Inc 
American Mail Line, Ltd 

American President Lines, Ltd 

Farrell Lines, Ine 

Grace Line, Inc 

Lykes Bros, Steamship Co., Inc 

Mississippi Shipping Co., Ine 

Moore-MeCormack Lines, Inc 

New York & Cuba Mail Steam 
ship Co 

The Oceanic Steamship Co 

Pacific Argentine Brazil Line, Ine 

Seas Shipping Co., Inc 

United States Lines Co. (steam- 
ship America 

United States Lines Co. (cargo) 209 


25) BURSCtAl . . .ccccccas - 1, 160 


16 voyages are included in these columns for trans-Pacifie passage service, with respect to which 
i contingent obligation to pay if it is determined, after public hearing that there is substantial foreign 
flag competition. 
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AVERAGE RETURN OF SUBSIDIZED COMPANTES 


Senator Mayrank. Go ahead, Admiral. 

Admiral Cocurane. The average return of all subsidized companies 
on their net worth in 1950, that is calendar 1950, was only 6.7 percent. 
The estimated return in 1951 is 9 percent. As I say, in that year, 
most of them showed balances out of their net voyage operation. 

Senator SALTONSTALL. So that what you need this $20 million for 
is to pay the back subsidies in 1949, 1950, and so on? 

Admiral Cocurane. That is correct. Those back subsidies, of 
course, are carried on most of the companies’ books. All but one of 
the companies carries that as a receivable in their annual balance sheet. 

Senator SALTONSTALL. What I am getting at is that presumably 
next year we ought to be able to cut back still further on their operat- 
ing subsidies. If you use this for 1949 and 1950, then when 1951 
comes along, and we get up to date, we will require less operating 
subsidies. 

Admiral Cocnrane. Except, of course, that the size of the subsidy 
operations are increasing, and likewise the gap between the cost of 
operating American ships and operating foreign ships is increasing. 
Our estimate for 1951 was that the total Government subsidy that 
would be accrued for that year, not all of which would be paid, could 
amount to $42 million. We estimate that probably a quarter of that 
would never be obligated, and that we would probably require on an 
annual basis somewhere around $30 million. 

Senator SALTONSTALL. Thank vou, Mr. Chairman. 


SALARIES AND EXPENSES 


Admiral CocuraNe. Senator, the item on which we get into greater 
difficulty, of course, is “Salaries and expenses.”’ 

Senator MaysBank. That was reduced by $2,484,300. I presume 
all of these amendments were requested; is that correct? 

Admiral Cocurane. That is correct, sir. There are several pages 
and each one takes out some specific limitation. 

Senator MaysBank. Did you have an increase in wages? 

Admiral Cocurane. Yes, sir. 

Senator MayBank. I mean an increase in salaries. 

Admiral Cocurane. Yes, sir; the same one that everybody got last 
vear. 

Senator MaysBank. They did not allow for that; did they? 

Admiral Cocurane. That is correct, sir. (See p. 2 of H. Rept. 
1517.) 

Senator MaysBank. They cut your personnel, in addition to not 
allowing the increase in salaries? 

Admiral Cocurane. Yes, sir, this would amount to a reduction, 
for example, in our headquarters salaries of around 13 percent. The 
difficulty with that is that it infringes almost entirely on the lower 
levels, the people that you can expend. So in order to meet a 13 
percent salary cut and still keep the supervision and the senior people 
that we have to have—— 

Senator Maysank. Do you know approximately how much the 
raise in salaries was, through the law that was passed last year? 

Mr. Spencer. About 9.5 percent. 
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Senator Maypank. They cut you 4 percent in addition to no 
making available the increase in salaries according to public law 
approximately. 

Admiral Cocurane. It goes around the same thing. 

Senator MayBank. What is that? 

Admiral Cocurane. It goes around the same thing. 

Senator MaysBank. All right. 

Admiral Cocnrane. The effect was as you have described, Senato 

Senator Mayrank. Do vou know how many personnel that would 
be? They cut you 4 percent in personnel and 9 percent in personn 
by not giving vou the increases that the law said those who are working 
for vou will have, is that right? 

Admiral Cocurann. Well, thes 
as that 


vave us some that was earmark: 


NUMBER OF EMPLOYEES 


Senator Mayank. Let’s get down to brass tacks. How many 
emplovees did you have last year? 

Admiral Cocurane. The number of positions estimated for last 
vear, Senator, the total, is 4,280. Of — number 3,499 were direct 
appropriation and 731 reimbursable (3,122 direct man-vears, 580) 
reimbursable, or a total of 3,702 man-years). 

Senator Maysank. You had a total of 4,075, is that right, an aver- 
age, in 1951? 

Admiral Cocurane. In 1951 we had 4,075, that is right. These 
are man-years of employment (3,842 direct and 233 reimbursable. ) 

Senator MayBank. Now, the estimate for 1952 was 3,702, that is 
correct, 1s it not? 

Admiral CocuraNne. That is correct. These are man-vyears. 

Senator MaysBank. That is what you estimate you can employ with 
the House appropriation, is that right? 

Admiral Cocnrane. That is correct, sir. This is for the 1952 
appropriation. 

Senator MaysBank. So that would be a reduction of some 375 

Admiral Cocurane. Three hundred and erties man-vears as 
between 1951 and 1952. Our estimates this vear, of course, include the 
activities of the National Shipping Authority whi h is reimbursable, 
which is where this extra comes in here. 

Senator Maysank. What extra? 

Admiral Cocurane. Well, our estimate for 1953 of 3,827 man-years 
is 120 man-years more than the average on board of 3,702 in 1952 
That represents a reduction of the direct salaried people but an increas 
in the shipping authority. 

Senator Maybank. But that is not expense on Government funds 
which you collected. 

Admiral Cocuraner. We get some of it from the Navy and some ot 

from the Mutual Security Agency. 


HOUSE ALLOWANCE 
Senator Maypank. The House allowance is $14,375,000, the House 


allowance, on this page 5 vou were reading from, page 3. The House 
allowance is $14,375,000. 
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Admiral Cocurane. That is correct for the appropriation salaries 
and expenses which include administrative expense, shipyards, ware- 
houses, and terminals, and reserve fleet expenses. 

Senator Maynank. How many employees will vou have if that is 
all you get? 

Admiral Cocuranr. We just worked this through for the adminis- 
trative expense group. Can I let my budget officer get that? 

Senator MayBank. Certainly. You have $14,375,700. How many 
employees will that permit you to pay? Then, if you add the other, 
you have $15,500,000; is that right? 
~ Admiral Cocurane. That is correct, sir. 

Senator Mayrank. How many employees will that permit you 
to employ? 

Mr. Spencer. I will have to figure that out, Senator, for the simple 
reason that all of the cut of $2,484,300 is not in personal services. 
Some of it she objects, travel, equipment, repairs and replacements, 
and that sort of thing. It will take a little time to work up the figures. 

Senator Mayrank. Figure it out for the record and then compare it 
with the number vou have this year. 

Mr. Spencer. Yes, sir. 

Admiral Cocorane. We made quite a careful study on what the 
effect would be on the headquarters of the staff here. 

Senator Mayrank. You can get that through your testimony. 
I want to show the total effect for the record; that is all. 

(The information referred follows: ) 
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Admiral Cocurane. Actually, Senator, a big chunk of that salary 
s out of headquarters right here. 

Senator MaysBank. Do you want to explain that for the record 
now, or do you want to supply that with the statement that the 
budget officer is going to prepare? It is whichever you desire. 


HEADQUARTERS STAFF 


Admiral Cocurane. That portion of the budget cut which applies 
to the headquarters staff, in which we have estimated positions for 
|,608, and an estimated salary of $8,700,000, the effect of the total 
eduction on the portion for that area of $1,113,000 would force a 
total reduction of about 240 people. 

Senator Maysank. In headquarters? 

Admiral Cocurane. In headquarters, ves, sir. And that is out 
f 1,608. 

Senator Maysank. What are the principal duties of those 240? 

Admiral Cocurane. All of them come out of the lower bracket, 
because those are the only people that you can spare. 

Senator MaysBank. | understood that when you wrote the letter. 
But just for the record, what is the lower bracket? 

Admiral Cocurane. Those are the people who actually do the 
accounting, for example. 

Senator MayBpank. That is what I wanted. In other words, the 
people who do the accounting. 

Admiral Cocuranr. Who do most of the spade work. In the super- 
vision, you can only decrease it by consolidating activities or stopping 
doing things. 


Senator MayBank. Can vou consolidate any activities? 


NATIONAL SHIPPING AUTHORITY 


Admiral Cocurane. We have been working on that program con- 
tinually and have found that we had to break up some activities that 
we had to consolidate 2 years ago. For example, in the ship construc- 
tion section, we had that tied into another branch. We had to separ- 
ate that and establish it as an independent office because of the respon- 
sibilities it was carrying. Of course, the National Shipping Authority 
was set up as a whole new activity. We recruited that almost entirely 
from our own staff but set it up with its own director and with its own 
offices, and carried with it, however, some of the duties that were 
related to the sort of thing they were doing from other operations. 

Senator MayBank. If you had that reduction of personnel, would 
be a large reduction? How would this reduction compare with the 
number you had in 1950, approximately? 

Admiral Cocuraner. It would bring us down to something like 25 
percent less. 

Senator MayBank. Is that headquarters? 

Admiral CocuraNne. Yes, sir. 

Senator Mayspank. Have you a table there in front of you of head- 
quarters? How far back does it go? 

Admiral Cocurane. This only goes back to 1951, Senator. We can 
carry that back. 
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Senator MaysBank. Put in the record, then, at your convenience 
from 1950 through 1953. 
Admiral Cocurane. All right, sir. 
Senator Mayspank. The number of personnel at headquarters. 
(See p. 600.) 
HEADQUARTERS STAFF REDUCTION 


Senator SALTONSTALL. It was reduced 240 from 1952. 

Admiral Cocurane. That is what it will take on the first rut 
through, Senator, to effect this present cut, in order to pick up thi 
number of people that vou get rid of. This is exclusive of the cost 
during the time it takes to select and give notice to the ones to go 
the annual leave and other things that those people have accrued 
which you have to watch out for. It gets to be quite burdensome 
As a matter of fact, it represents almost an impossible picture with 
the number of things that we are still trving to do. T don’t mean 
to say that there are not economies that can be made, and that ther 
isn’t still some of the staff working clearing up backlogs that we 
inherited 2 vears ago. But likewise during this past winter a lot of 
work has come in in connection with this Reserve Fleet. So to get 
current and keep current with our work, which is what we have been 
trying to do, this presents an almost impossible picture. If you will 
notice through the appeal that we made, we discussed each of the 
offices in turn, so that vou have a pretty clear view. 

For example, the shin-construction office is supervising expenditures 
of $400,000 a day, and that is our own money. If it isn’t well super- 
vised we do not get what we need to get. Weare also getting involved 
in supervision and work in assistance to the industry and Government 
in mortgage-aid jobs, which we hove we can charge to the people 
getting the benefit of it. There is this other office that we mentioned, 
we mentioned that earlier, and that is where there is a backlog through 
which we have been trying to drive. We have another job in that 
same area, in fact, in getting ready for mobilization, in collecting 
data, preparing records for international mobilization of the merchant 
fleet should that become necessary, under the North Atlantic Treaty 
Organization. 

Senator Maysank. Do you construct any of the ships now in the 
navy vards? 

Admiral Cocurane. None of ours are in the navy vards, sir. We 
are doing some work for the Navy in the private shipyards, but there 
are not any of ours in the navy vards. 

Senator Mayspank. There is nothing against the law for you doing 
it in the navv vards, is there? 

Admiral Cocurane. No, sir, the law specifically provides that. 

Senator Mayprank. The navy vards have been very busy fixing up 
the Navy. 

Admiral Cocurane. That is correct, sir. At the moment the navy 
vards have been sending some of their work to the private shipyards 

Senator Mayspank. I was wondering what effect the House cuts 
would have on them. In Secretary Lovett’s testimony vesterday, as 
it was in the paper this morning, it was to the effect that the navy 
yard receives work which is very heavy. 

Senator SavronstauyL. Perhaps carrving through on what the chair- 
man has said, what vou have done, really is to resist putting in here 
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all of these restrictive provisions that the House has put in, under this 
item of salaries and expenses for carrying into effect the Merchant 
Marine Act of 1936. 

Admiral Cocurane. That, I think, is correct, Senator; and the 
one we have not mentioned yet, which was put in, which is in our 
part, on page 50 of the bill 

Senator SALTONSTALL. Now we are getting into a new one. That 
is in the maritime schools. 


LANGUAGE LIMITATION ON REVOLVING FUND 


Admiral Cocurane. This is one that IT just referred to, Senator, 
the one that you are talking about, the limitation on the number of 
people (reimbursable) that we can charge to the revolving fund. 

Senator Mayeank. Limitation on the reimbursable? 

Admiral Cocurane. That isright. It is lines 10, 11, and 12 on page 
50 of the bill. 

Senator SALTONSTALL. You mean on pace 49, sir, T think. 

Admiral Cocurane. The one that I referred to, it is 
Provided further that funds transferred to this appropriation 


Senator Savronsrauy. That is right. It is 50 in the bill and 49 
here. 

Admiral Cocuranet. Excuse me. And at the mome it we are carry- 
ing about 600 people in that category in order to get ahead with this 
job which, as I sav, has been up to a terrific activity. 

Senator SaALTONsSTALL. Then what that amounts to, am I correct in 
saving, is that this House bill would cut 240 employees in amounts by 
cutting down the amount, and then would eut 300 more by putting 
the limitation on this revolving fund. 

Admiral Cocurane. That is correct, sir. 

Senator SALTONSTALL. So you would have 540 employees cut then. 

Admiral Cocuranr. Cut here at headquarters, 

Senator SALTONSTALL. By these restrictions. 

Admiral Cocurane. That is correct. We cannot absorb this work 
otherwise. Let me take that back. Not all of those 600 are head- 
quarters. Let me correct that, Senator. That cut is not entirely 
headquarters; 170 of that bunch, and this other 300, of that, perhaps 
150 would come out of headquarters. 

Senator SavrToNstaLL. Suppose we did this: Suppose the Senate 
committee left the amount of House bill where it was, and struck out 
this proviso about the limitation of employees on this revolving fund. 
How would you get along then? 

Admiral Cochrane. Well, that would clear up one area of our 
difficulty, that shipping authority. As I say, that involves no new 
appropriation whatever. 

Senator SALTONSTALL. | know that, but what we are trying to do 
is to get that money back into the Treasury. That would be the 
purpose of that ultimately, would it not? 

Admiral Cocurane. | am not too clear what the objective was. 
When the revolving fund was first approved, they gave us a limit for 
administrative expense (mostly sé alaries) at 2 percent of the operating 
expenses. We have been well inside of that. 

But this new one is another type of limit which was not discussed, 
and Lam just not exactly clear on what the objective is. 
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Senator SALTONSTALL. Going on down through line 20 on that page 
you do not object to that proviso, as I read your request: 


Not to exceed $1,200,000 shall be used during the current fiscal year. 


You do not object to that limitation? 

Admiral Cocuraner. I think that is correct. Let me check that 
That one is all right. 

Senator SALTONSTALL. So what they really have done is to cut yo. 
three or four different ways. 

The first is that they have cut the amount of money appropriated 
which will cut you 240 employees. 

Admiral Cocurane. Yes, sir. That is 240 of the 1,608 positions 
for administrative expenses in the appropriation “Salaries and 
expenses.”’ 

Senator SatTonstTaLL. Then they have cut your use of the revolv 
ing fund for employees by putting on a limitation of 300 people 
That will cut 300 people out of your office. 

Then they have put a limitation on the use of this reserve flee 
expense, and then, finally, they have put a limitation on your travel 
allowance. 

Is not that about it? 

Admiral CocuraNne. What is contained in lines 20 to 23, Senator, 
is involved in the ship preservation scheme, and this really is a carry- 
over on that. 

Senator SatronsTaui. They say that that $1,200,000 can be spent 
for that purpose, and that is not really a limitation on your admin- 
istration? 

Admiral Cocurane. That is right. 

Senator SALTONSTALL. And you are satisfied with that limitation? 

Admiral Cocuraner. That is all right. 

Senator SaLtronstauLu. That does not bother you? That simply 
involves the use of money and Congress takes the responsibility. 

That is your point of view on that? 

Admiral Cocurane. Yes, sir. 


MODIFICATION OF LIMITATION 


Senator SavronsTaLy. Going back again, if we were to leave the 
amount where it was, and strike out the proviso, that would give vou 
150 more emplovees in your headquarters, and 150 more employees 
for what other purpose? What are the other 150 employees for? 

Admiral Cocurane. A lot of them are in the various field offices. 
A lot of this work has been decentralized and is carried on at the offices 
of the three coast directors that we have. 

Senator SALTONSTALL. In substance, then, if we were to strike out 
that proviso and leave the amount where it is, that would have this 
effect: We would restore the use of 150 people here in Washington and 
another 150 in the field offices, and we would cut out 240 employees bs 
cutting down vour funds and cutting down your travel. 

Admiral Cocurane. That is correct, sir. 

Senator SALTONSTALL. That would be some salve, would it not? 

Is not the answer to that ‘“Yes’’? 

Admiral Cocurane. It is not a very good salve. It is better than 
the present situation 
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Senator SALTONSTALL. Could vou get along with it? 

Admiral Cocurane. The cut in salaries in the direct appropriation 
is very damaging, sir. 

Senator SattonsTaLL. How many of these 240 employees do you 
feel you should have back for an absolute minimum efficient operation? 

Admiral Cocurane. For an efficient operation? 

Senator SALTONSTALL. for a minimum efficient operation? 

Admiral Cocnrane. Well, Senator, we need them to operate 
Now, to survive, of course, is another question. 

(s I mentioned here a moment ago, I have been in the service much 
too long to say that we will not do most of the things, but a lot of the 
business that we should do would have to be abandoned. 

Senator SALTONSTALL. Or curtailed? 

Admiral Cocurane. Yes, sir. Or just deferred. 


INSURANCE PROGRAMS 


| mentioned the additional things that we have gotten into as the 
result of these operations that we have picked up this past year in 
operating this big fleet of ships. Insurance is quite a problem. We 
have to worry over the insurance of the men and we also are involved 
in preparing war insurance requirements for all of the American mer- 
chant marine. The commercial insurance disappears, and we have to 
be ready to pick it up. 

So there are a number of these things which the people are working 
on, and if they are not available we will just not be able to do them. 

So, to say that we could operate efficiently without these people 
stretches the point. We have money that we owe people but which 
ve have not been able to pay them because we have not been able to 
audit the accounts. We have attempted to keep current as of the 
moment, and I think we have done pretty well. But the backlog of 
that is being whittled down to a very small extent. We have made 
progress, but not progress that is ee to us and not progress 
which, 1 think, is satisfactory to the General Accounting Office. 

Senator SarronsTaLy. But vou feel that it is pretty nearly essential 
that we strike out that proviso, and then every bit of money that we 
will put back will be helpful? 

Admiral Cocurann. That is correct, Senator. 

Senator SALTONSTALL. Thank vou. 

Admiral Cocuraneé. The next number of pages, Senator, are all 
devoted to the limitation on employment financed from the revolving 
fund. Those are pages 27, 28, and 29. The discussion is quite 
extensive, 

SHIPYARDS, WAREHOUSES, AND TERMINALS 


The question of the ghipvards, warehouses, and terminals is quite 
nvolved. Actually, the terminals have been under lease. We have 
kept them under lease previously, although we have, of course, cred- 
ited the rental that we get and cover it into the Treasury and the 
expenses are charged against the appropriation. 
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INCOME FROM LEASES 


Over the years, the net income to the Government through that 
operation has been diminishing due to the increasing expense of 
maintaining these properties. 

Last vear the net income out of $1 million of rental was only about 
$200,000. 

To minimize all of that, we are working now to consummate a lease 
with the city of Hoboken conditioned on a sublease by them to the 
Port of New York Authority to take over the old Hoboken piers which 
the Government has bad for 35 vears and with which we have had 
only indifferent success. 

We have four reserve shipyards which we have been holding against 
the possible day of their need. They have been the source of som: 
expense for custodial services and for repairs and replacements. 

Since the mobilization effort, we have been attempting to get that 
equipment and those buildings into probable use in the mobilizatio: 
effort; and we have actually succeeded in making rentals for the use 
of tools or for the rental of buildings with tools, and that is now 
bringing in an income of over $300,000 a year. 


REPAIRS AND REPLACEMENTS 


But we do have repairs and replacements to make. The bulk of 
the cut which has been set up here of $314,000 is for repairs. Thi 
details of that are shown on pages 30 and 31. 

Senator Mayrank. I note that $258,450 is for repairs. 

Admiral Cocurane. That is correct, sir. I might say that thos: 
repairs were carefully checked over by the Bureau of the Budget be- 
cause the President, of course, established a policy before we eve 
came over to the Congress at all, that any repairs that were not vita! 
were to be struck out, so that the things that were actually not going 
to suffer were eliminated at that time. 

Senator Mayspank. The Bureau of the Budget, of course, realized 
that? 

Admiral Cocurane. That is correct. 

Senator Mayrank. Did they make a cut in the amount that you 
asked for that item? 

Admiral Cocurane. Yes, they cut us pretty strongly. I do not 
have that figure with me. 

Senator Mayrank. That isallright. You hada severe cut, a strong 
cut, as you said, before thev granted the $258,450? 

Admiral Cocurane. That is right, Senator. 

Senator Maysank. And the law requires that vou check very ca: 
fully before you get anv funds for that purpose? 

Admiral Cocurane. That is right, Senator. 


PHILADELPHIA TERMINAL 


One of the parts of the program of repairs and replacements ts th: 
elevators at the Philadelphia terminal, which is the old Army base 
there. 

Senator Maysank. How much would that work cost? 

Admiral Cocurane. I think there is $100,000 set aside for that 
purpose, sir. 
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Senator MaysBank. The elevators do not work? 

Admiral Cocurane. They are at the point of breaking down. 
They are a great menace to shipping and cargo. 

Senator MaysBank. In moving cargo? 

Admoral Cocurane. That is correct, sir. 

We started a program and originally asked authority to replace all 
10 of them at one time. We have abandoned that program and are 
re placi ing two at a time, and this is the next increment. 

Senator SALTONSTALL. We cut that down last year? 

Admiral Cocuraner. Yes, sir. We had asked for funds to repair 
all 10, and that request was cut down. We then took them two at a 
time, and this is the next increment on that. 


LIMITATION ON RESERVE FLEET EXPENSES 


On page 33 of the justifications, we come to the item of the limita- 
tion on reserve fleet expenses. The —= item under that is $300,000 
for dredging. Part of that is in the James River location, and part 
of it is down at Wilmington. Those are both places where we have 
trouble in getting ships in and out. 

Senator Maysank. You say that one of those two places is at 
Wilmington? 

Admiral Cocurane. Yes; and also in the James River above New- 
port News. We, of course, move shipping back and forth now, and 
one of the problems there is the personal services, a cut of 150 posi- 
tions having been made in the maintenance crews. 

Senator Maysank. How many do you have in the maintenance 
crews now? 

Admiral Cocnrane. About 1,100 in total. 

Senator Mayrank. About 1,100? 

Admiral Cocurane. Yes, sir 

Senator Maybank. And they have cut how many from that 
number? 

Admiral Cocurane. They have cut 150 out. 

Senator Maysank. About 10 percent? 

Admiral Cocurane. Yes, sir; or, rather, almost 15 percent. 

Senator MAYBANK. Yes; it is over that. 

(The following information was supplied:) 

For 1953 the total for Reserve Fleet is 1,179. Approximately 530 of these are 
preservation crews. These would be cut to 3880. 

Admiral Cocurane. As I sav, in peer: enone ships back into 
proper shape, we have work to do. We try to put them back into 
such shape that they will be ready to go into service. 

Incidentally, we expect that probab ly we will have to break a lot 
of these ships out again next winter. 

Senator Maynank. What was that? 

Admiral Cocurane. We will probably have to put some of these 
vessels back into service this coming winter. While the coal situation 

1 Europe is improving, the chances that they will have another 
a n winter and be able ‘to take care of themselves do not seem to be 
too good. So we expect to have to break out some of these ships to 
pick up the handling of the coal business for Europe in the coming 
vear. 


95711—52——-39 
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MARITIME TRAINING 


Now, the next question is the question of maritime training. The: 
has been a great deal of discussion about that. 

Our effort in that direction, of course, is twofold. The States at 
the State maritime academies come in there. There is a separa 
item on those and that will appear a little later. 

Kirst, there is the operation of the Kings Point Merchant Mari 
Academy and the effort that is made there to furnish training f 
unlicensed men or for licensed men who need to be given some assis! 
ance in getting promoted, getting upgraded. Kings Point Academ 
is an excellent school. It is run in cooperation with the Navy, of 
course, in providing Naval Reserve officers. 

There has been debate as to whether it was, in fact, just anoth 
hidden subsidy to the shipping industry. But actually, the return | 
the Government of the United States in its,over-all situation has bee: 
in my judgment, outstanding. 

A large number of these youngsters, of course, go into the Navy 
but the rest of them, a very large percentage, do actually go to sea 
During the past winter we had great difficulty in getting enoug! 
officers to man the ships that we put back into service. 

Senator MayBpank. Do these graduates all go to sea? 

Admiral Cocuraner. Up until this present entering class, there had 
not been any contract with these lads requiring them to accept em- 
ployment at sea. 

CONTRACT 


Senator Maysank. What contract do you have now? 
Admiral Cocurane. With respect to the class that has just en- 


tered 

Senator MaysBank. | might say that there was a bill on that last 
year in Congress. 

Admiral Cocurane. With respect to the class that has entered 
this vear, we have required them to agree to serve, if directed by thi 
Maritime Administrator, for 3 years immediately following graduation 
We had to word it that way because, of course, if there should be a 
lull in shipping and there were not billets for these lads to go to sea, 
we could not require them to go 

Jut now if they have not been offered employment in the Naval 
Reserve or on the Government vessels, in that case, the military sea 
ransportation service, they are required and obligated to go if wi 
need them. That obligation is backed by an agreement with th 
parents or guardian of the voungsters. 

Senator MayBank. Of course, any education they receive is good 
but not all of thet education is purely for the sea, of course. | 
presume you train them for other activities? 

Admiral Cocurane. A good many of them go into other activities 
in the shipping business. A number of them come down here to 
Georgetown University and the Foreign Service School and hav: 
gotten into the Government service through that channel. Of course 
in that area their knowledge of ships and shipping has been of great 
value to them. 

These lads have been selected on the basis of competitive examina- 
tions and they — done exceedingly well. The records that they 
have made in the Navy have been excellent 
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So that as a means of training a reservoir of lads that we need badly 
even in a modest emergency, Kings Point has done exceedingly well. 
As a matter of fact, we expected the demand this summer to be. so 
high that we advanced the month of graduation a month so as to have 
them available. 

A large part of this total fund goes to support Kings Point. An- 
other part goes to the training, at other schools, as I say, of men who 
are there for a short time for refresher training when we need them. 
During the past winter, we had to concentrate on a refresher course for 
radto operators. 

Of course, those men who were trained during the war and who knew 
something about electronics got the jobs, profitable jobs, in connection 
with the electronics industry, particularly television. Of course, with- 
out a radio operator, a ship does not sail, and as it was quite difficult 
to obtain radio operators, we concentrated on a refresher course deal- 
ing with that subject. That was the special fund we asked for in the 
supplemental bill. 

Senator MayBank. Without objection, I will ask that the letters 
received from Admiral Knight also other letters be inserted in the 
record at this point. 

(The letters referred to follow: ) 

CoraL GABLES, Fua., April 12, 1952. 
Hon. BuRNET R. MAYBANK, 
lL'nited States Senate, Washington, ) : Say $y 

Dear SENATOR MAyYBANK: Please do me the especial favor of reading the 
attached statement. 

Before my retirement from Government service last August, I devoted 15 
vears to the improvement of the caliber and skills of the personnel of our mer- 
chant marine. Therefore, | feel that I can speak with authority on this subject. 

I am confident that no Senator would vote for the destruction of the United 
States Military, Naval, or Coast Guard Academies. Nor do I believe that any 
Senator would knowingly vote for the destruction of the Academy of the fourth 
arm of national defense, the United States Merchant Marine Academy at Kings 
Point, N. Y. A vote to sustain the reductions made by the House in the appro 
priations recommended by the Bureau of the Budget after careful study will be 
a vote to destroy not only this Academy, but also the United States Maritime 
Service, created by the Congress in peacetime in 1938 to carry out its mandate 

man our merchant marine with ‘trained and efficient citizen personnel.” 

The first step in the destruction of the training program, the destruction of 
which has been long sought by insidious communistie influences, is the further 
reduction in operating personnel already whittled down over the past 6 vears to 
a point below efficiency. The second step is the withdrawal of the monthly 
expense allowance of $65 which cadet-midshipmen at the Academy have been 
receiving for the past 12 vears. The Congressional Board of Visitors are on record 
as recommending that this expense allowance be increased to $78 per month as 
it is at the three other Federal Academies. 

Being no longer a Government employee, I cannot rightfully be accused of 
bias. As a citizen and taxpayer, I am for economy and against waste. The 
lestruction of a vital arm of national defense is not economy 

Faithfully vours, 


tT 


TELFAIR KNIGHT, 
Vice Admiral, retired, United States Maritime Service. 


STATEMENT BY TELFAIR KnNicut, Vick ADMIRAL, RETIRED, UNITED STATES 
\IARITIME SERVICE, IN CONNECTION WiTtH APPROPRIATIONS FOR THE Fiscal 


YEAR 1953 


Ht. R. 7072 as passed by the House of Representatives, appropriates $2,795,200 


r maritime training which is $1,069,800 below the estimate for this purpos« 

tted to the Congress by the President after months of careful study by the 
eau of the Budget which is obviously closer to the picture of the necessities of 
training program than anv member of the Congress has an opportunity to be. 


) 
1Y 





610 INDEPENDENT OFFICES APPROPRIATIONS, 1953 


As a taxpayer, I am just as much interested in economy as any other citizen. 
but I do not think that there is any true economy in making a program, approved 
in principle, absolutely ineffective in practice. For the past 6 years insidious com- 
munistic influences have been at work to make the program for training personne] 
to man our merchant marine ineffective, knowing that when that happens the 
program will die. 

The training program is divided into three parts: (1) The training schools at 
Alameda, Calif., and Sheepshead Bay, N. Y., which improve the skills, with short 
courses, of men already in the maritime industry so that they mav advance to 
higher positions, and train specialists. _No new men are presently being trained in 
these categories; (2) the United States Maritime Service Institute which js 
presently giving 15,000 correspondence courses in over 40 subjects to approxi- 
mately 8,000 seamen while at sea. Other avenues of education are not availab| 
to these men; and (3) the United States Merchant Marine Academy at Kings 
Point, which trains young American citizens selected by competitive examinatio: 
to become officers in our merchant marine. These cadet-midshipmen are also 
trained in naval science and tactics as naval reservists and are commissioned as 
such upon graduation. The Navy Department is on record as saying that these 
reservists are the best they have because they know how to operate merchant 
vessels which constitute the fourth arm of national defense. 

The first effect of the reductions made by the House will be to reduce the amount 
appropriated for personal services of the staff operating the training program from 
$2,352,000 to $1,881,600, a reduction of $470,400 or over 20 percent. For fiscal 
1950, the Bureau of the Budget cut the request for personal services by 15 percent. 
The House voted a further cut of 10 percent but this was restored by the Senat 
and the conference. For fiscal 1951, the House again voted a 10-percent cut from 
budget estimates which the Senate and the conference restored. For 1952, the 
House again voted a 10-percent cut which the Senate subcommittee first restored, 
but which was finally adopted as an 8-percent cut. During the present fiscal 
vear there simply have not been enought personnel to do the necessary work with 
full efficiency. <A 20-percent cut will wreck the program. It may be that some 
of the other large defense units may operate with less personnel, but a small defense 
program like maritime training, the staff of which has already been cut by 23 
percent in the past 3 vears, will be absolutely sunk with a further cut this vear 

The next cut proposed by the House is to reduce the contingency allowance to 
the Superintendent of the United States Merchant Marine Academy from $2,500 
to $1,500. To mv personal knowledge, the Superintendent has been required to 
expend over the $2,500 allowance and the excess comes out of his own pocket. How, 
with rising costs, can he operate with only $1,500? The allowances for the sai 
purpose to the three other Federal Academies is considerably in excess of $2,500. 

The next cut is in the allowance for travel which is reduced from the budget 
estimate of $41,000 down to $20,500, or exactly one-half. \ large part of this 
travel allowance is to handle cadet-midshipmen in their assignments to merchant 
vessels during the second vear of their course. The very nature of the training 
program necessitates travel and this cut is not feasible for operations. 

The proposed reduction of $13,920 for medical services is arbitrary and 
result in inadequate care of the trainees’ health which is uneonscionable. 

Next to the cut for personal services of the operating staff, the most drastic 
reduction proposed is to take away the monthly expense allowance of $65 
cadet-midshipmen at the Academy at Kings Point from which, for the past 
vears, thev have bought their uniforms and text books and paid the other activit) 
expenses required by the Academy even though the cost of these items ha 
increased greatly without an increase in the allowance. In its report to the C 
gress in 1951, the Members of the Congress appointed by the House and the 
Senate to represent the Congress as a Board of Visitors to the Academy recom- 
mended that this monthly expense allowance be increased to $78 to bring it 
line with the allowance for the same purposes at the other three Federal Academi: 
To withdraw this allowance would be an act of bad faith on the part of t! 
United States Government which, at least by implication, and, by the approval 
of it for 12 years, has led the present cadet-midshipmen to believe they would 
continue to receive it until graduation. The proposed substitution of $200 for 
each cadet-midshipmen for uniforms and text books is entirely inadequate ar 
represents a reduction of over 76 percent. 

The appropriation for maritime training should in my opinion, be restored to 
the budget estimate of $3,865,000. 

For the past 10 years the State maritime academies have been receiving 75 cents 
per day toward the subsistence of their cadet-midshipmen. The House proposes 
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to reduce this allowance by $39,600. This reduction is not fair to these academies 

and should be restored by the Senate. 
If every Senator could know all of the facts about the operation of this training 

program, Lam confident that not one of them would vote for the arbitrary 


tions below the President’s budget proposed by the House of Represent: 


UNITED STATES SENATE, 
CoMMITTEE ON FOREIGN RELATIONS, 
Lpril 8. 196 


Hon. KENNETH McKELLAR, 
Chairman, Senate Committee on Appropriations, 
United States Senate, Washington, D. ( 


Dear SenAatToR: Members of the Maine delegation in Congr 
ion your complete consideration of amendme) proposed to res 


tions eut bv the House for the operation ans laintenanes 


ng program. This is a necessary defer 


are at work to destroy this necessary 
n made since Korea 
amendments provide a minimum traini 
House. Th a small figure compared w 


! abroad 


$1.500.000 


tems and 


marine qd py! 
e Act 
S5.000,000 


experiences 
this training prograt 
war cot ava 


' 


TAN Mat 
‘rews to saila 


We are, and have been, spending millions to build up our foreign m 
marines to build their ships and support their training programs. Surely we 
this same care and consideration here at home in preparing now, in time of peace, 
for any eventuality. 
We call attention to the enclosed appropriation comparisons having to do wi 
the maritime training program, H. R. 7072. 
Cordially yours, 
OweEN Brewster, U. S. S., 
MARGARET CHASE Situ, [| 
Rospert Hate, M. C., 
Cuas. P. Netson, M. C., 
Cuiirrorp G. McIntire, M. C., 
Maine Delegat on 
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Maritime training and State marine schools appropriations for fiscal year 1 


Provided 
in the 
President’s 
budget 


Provided Provided Tnere 
in H. R. in amend- | to H 


7072 ments 707 


ingencies for the Superintendent, United 


blic Health Service for Medical 


cadet 


allowance at $200 per 


including 


$200 per 


~ 000 
250, 000 


. 191, 800 


, 000 3, 438, 5, 056, 800 


UNITED STATES SENATE, 
CoMMITTEE ON FOREIGN RELATIONS, 
April 22, 195 
Hon. KENNETH McKELLAR, 
( nairman, A rropriations Committee, 


re United States Senate. 

Dear Senator McKeuuar: I have received quite a few letters from constitu- 
ents of mine in New Jersey expressing concern over the proposed cut in the 
budget for the Maritime Academies, with particular reference to the Kings Point 
Academy. 

As the independent offices appropriation bill is now pending before your 
mittee, I am bringing to your attention the concern which my constituent 
voicing in cutting the appropriation for the Maritime Academies, as it i 
consensus that properly trained merchant-marine officers are most important to 
national security. 

With kindest regards, I remain 

Always cordially yours, 
H, ALEXANDER SMITH. 


UNITED STATES SENATE, 
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
April 26, 194 

Hon. KENNETH McKELLAR, 

Senate Committee on Appropriations. 

United States Senate, Washington, Bo. 
My Dear Senator: Enclosed herewith is a letter I have received from Mr 
W. A. Palm, of Kirkwood, Mo., for the information of your committee. 
Sincerely yours, 
nan JaMEs P. Kem 
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Kirkwoop, Mo., April 15, 1952. 
Senator JAMES P. Kem, 
Senate Office Building, 
Washington, D. C. 

Dear Sir: It has come to my attention that a move is under way to cut the 
appropriations for our United States Merchant Marine Academy. 

“In my opinion this school is just as important as the United States Military 
\cademy or the United States Naval Academy. 

It has produced well-equipped merchant-marine officers, navigators as well as 
engineers, and its standards ought to be maintained and improved rather than 
lowered. 

I fully subseribe to a conservative financial policy for the country as a whole, 
but not spending money or spending insufficient amounts of money is not always 
a saving. There are, no doubt, departments in our Federal Government which 

iwht to have their budgets trimmed. However, such schools as I mentioned, 
and particularly a school such as the United States Merchant Marine Academy 
which makes its contribution both in peace and in war time, should not be 
handicapped. 

It is mv honest belief that in keeping a high-caliber institution as our Merchant 
Marine Academy has been, well supported financially, we are doing the whole 
country a favor, and a disfavor to foreign shipping interests. 

Yours very truly, 


Ww; A Pee, 


Miami, Fua., April 4, 1952 
Re United States Merchant Marine Academy, Kings Point, Long Island, N. Y. 
Senator Spessarp L. HoLLANp, 
Senate Office Building, Washington, D. C. 


DraAR SENATOR HOLLAND: It has come to the writer’s attention, and no doubt 
o many other citizens, that the operation of the United States Merchant Marine 
Academy is On a somewhat stepchild basis under the United States Maritime 
Commission. I am personally interested in this as I have a son there who is 
finishing his final year, but | am primarily interested from the standpoint of the 
Academy’s benefit to the Nation as well as the benefit of those boys who will be 
here after my son is gone and those who will enter later. 

| do not think that there is any argument as to the fact that this Maritime 
Academy is of great benefit to our Nation in providing trained personnel for the 
operation of our merchant vessels and in the event of a national emergency to 

rve in the United States Nava] Reserve as mav be required. Therefore, it 
appears to me that an Academy of this nature should be removed as merely an 
appendage of the United States Maritime Commission, and set up as a regular 
United States Government school with special funds allocated to the expense of 
its operation and for payment to its students taking this maritime training course, 

| gather from rumors reaching me that the school is in somewhat of a financial 
pinch due to the Maritime Commission not allowing sufficient funds for its proper 
peration for some reason or other, and that there might be a possibility of the 
chool gradually dying out for that reason. Already, the first-vear schools, which 
were formerly located in California and at Pass Christian, Miss., have been shut 
down, which has, of course, thrown an additional burden on the Kings Point 
School, and has cut down on the number of trainees that can be handled at the 
same time. 

Certainly, an operation of this type, which is of such value to our Nation and 
shipping industries, should be given more consideration than it has been, and some 
provision made to set it up on a decent basis so that we are assured of its continued 
operation in order that it may be able to continue to turn out first-class trained 
personnel for our merchant-marine activities. I think that some investigation 
hould be made of the financial conditions surrounding the operation of this school, 
and to reetify what is now apparently restricted financial support. In view of the 

illions of dollars that are being spent outside of our own country for purposes 
the sueeess of which is doubtful to say the least, we certainly should be able to 
lend some real financial support to a fine school like the United States Merchant 
Marine Academy. 

|, and surely a majority of our thinking citizenry, would welcome any aid that 
vou can lend toward providing proper support for this school. 

Respectfully yours, 
Rospert W. Grier. 
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REDUCTION OF MARITIME TRAINING PROGRAM 


Senator SALTONSTALL. Your justification states, in substance, tha 
the maritime training personnel had been cut 23 percent in the past 
3 vears, and that if the House reduction holds, there will be a cut of 
another 20 percent ora total cut, as 1 gather it, of 43 percent in 4 years 
Is that correct? 

Admiral Cocuranr. That sounds about right, sit 

Admiral TrepeMANN. That is correct, sir. 

Senator SALTONSTALL. If that is correct, then through the Hous 
cut, in substance, we will have cut the maritime training program 
almost in half in 4 vears, 43 percent, to be accurate; is that correct? 

Admiral Cocurane. I am quite sure that is correct. We hav 
closed two of the activities and have cut others down to a bare mainte- 
nance crew. We still have activities at Alameda on the west coast 
and Sheepshead Bay on the east coast. 

Incidentally, we run the Merchant Marine Institute which fur- 
nishes correspondence service to men at sea, 

The operations at St. Petersburg and Pass Christian have both bee: 
closed. In fact, we have been turning the latter over to the Navy. 

Senator SALTONSTALL. Then you have the correspondence courses 
which are being conducted from Shee — ad Bay? 

Admiral Cocurane, That is correct, 

Senator SALTONSTALL. Has that eee anal in the last year | 
radio? 

Admiral Cocurane. No. We have confined the refresher work at 
Kings Point almost entirely to radio or rather not at Kings Point but 
at She e pshe “ad Bay. 

Senator SALTONSTALL. But vour correspondence courses have beet 
cong on? 

Admiral Cocurane. bg at is correct. That work has been carried 
on at a diminishing rate, because we do not have the people to do the 
work. 

Senator SarTonstaui. As far as Kings Point is concerned, if we go 
through with the House cut, that will have reduced by 43 percent in 4 
vears the teaching staff and the administrative staff to run that mari- 
time school for merchant marine officers when we are trying to increas. 
our merchant fleet. Is that correct? 

Admiral Cocuraner. Our merchant marine officers and our Reserv: 
naval officers. 

Senator SALTONSTALL. And at a time when we are trying to increase 
rather than to diminish? 

Admiral Cocurane. That is correct, sir. 

The economies that we have had to effect at Kings Point in orde: 
to live within the funds that are available this vear have been most 
drastic and down to the point where they do not have enough light 
in the passageways in the barracks and the quarters. The whole 
operation has been pulled down to a point where we are concerned 
as to whether we can continue to operate. 


SALARIES OF MIDSHIPMEN 


Senator SALTONSTALL. Let me ask you this. As I read it, the 
House cut the salaries of the midshipmen at Kings Point. Now, we 
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cut that salary out last vear at all of the State maritime schools. 
The House this vear has put the men at Kings Point on the same 
basis as the people at Annapolis. Is that correct? 

Admiral Cocurane. No. 

Senator SALTONSTALL. It puts them on an allowance basis of $200 
a vear, does it not? 

“Admiral Cocurane. $200 a vear for uniforms and books and a 
subsistence allowance of about $275 which is the same thing that the 
State academy boys have gotten this vear. 

Senator SALTONSTALL. But not the same as the people at Annapolis, 
then? 

Admiral Cocurane. No, sir. They always were below those at 
Annapolis and West Point. 

Senator Savronsrauy. This will put the Federal school at Kings 
Point, then, on the same basis as the four State schools were put on 
last year? 

Admiral Cocurane. Yes, sir. That is what the proposal now is. 

Senator SALTONSTALL. This also cuts down on the food allowance 
slightly, does it not? 

Admiral TinpeMANN. For the State academies, Senator. 

Senator SALTONSTALL. For the State academies but not at Kings 
Point? 

Admiral Cocurane. | think that is correct, sir. 

There have been, of course, many complaints, bitter complaints, 
from the State academies against us because they say we did not 
present their case last vear with respect to that cut with sufficient 
emphasis or importance. ‘They have been very much concerned 
about it. 

Senator SavronsrauLy. | would like to say most respectfully that 
it should be understood that the House conferees were simply ada- 
mant. We put the amount in, and it was taken out in conference. 
We then put it in again in the supplementary bill, and it was again 
taken out. The House was adamant on that question. 

Admiral Cocurane. I am not sure how they will feel about this. 

Senator SaLvTonstTaLy. Well, thev have not put the $65 allowance 
back into the State schools. 

Admiral Cocurane. That is correct, and the Budget did not ap- 
prove that, either. 

Senator SALTONSTALL. So what we have to do is to decide in our 
own mind whether to put the Federal schools on the same basis as 
the State schools or to still allow this differential. 

Admiral Cocurane. That is the point. 

The State academies propose—and the proposal, of course, con- 
cerns us—that the fund that was appropriated last vear be reestab- 
lished and divided equally among all the youngsters. Well, that 
presents difficulties as well. To what extent the change in status will 
affect the type of boys we get in the academies is, of course, hard to 
predict. 

RESTORATION REQUESTED 
Senator SALTONSTALL. What vou are requesting is that there be 


put back the estimate of $3,865,000 in total, and then that there also 
be put back some of these limitations. 
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Admiral Cocurane, That is correct, Senator. You will notice o 
page 38 the specific items that we have asked for in connection wit 
Kings Point. They are indicated there. 

Senator Satronsta.Ln. Of that amount of $1,069,800, the restora- 
tion of $470,400 for personal services is most important, is it not 

Admiral Cocurane. That is by all means the most importan 
Senator. 

Senator SALTonsTaLL. And then there was a cut also in the doctors 
in the Public Health Service, was there not? 

Admiral Cocurane. There is a cut in the money we transfer to th 
Public Health. That is very serious, of course. We have alread 
trimmed down the services that we give to these people prett 
seriously. 

I have not had a specific querv. Have we had a specifie query fron 
the Public Health about that? 

Admiral TrepeMann. Yes, sir; our Chief Medical Director is very 
much concerned because it places us in a position at Kings Point. of 
being unable to take care of the cadets in an adequate manner, and 
we will have to close many of the beds in the hospital. 

Senator MaysBank. How many beds are there in the hospital now? 

Admiral TrepemMann. About 40, sir. 

Admiral Cocurane. Those are to take care of about 800 voungsters 


‘REPAIR AND MAINTENANCE, KINGS POINT ACADEMY 


Senator SALTONSTALL. In cutting “other objects” by $157,980, how 
much of vour general repair and maintenance work will have to be 
eliminated? Do you have any details on that? 

Admiral Cocuraneg. Yes, sir. We have some work to do up there, 
for example, on the water-supply systems. The water supply system 
for the barracks and the other quarters is deteriorating to the point 
where we are having difficulty in getting a supply of water. 

Senator SatronsTaLu. The pipes have corroded? 

Admiral Cocnrans. They have corroded to the point where the 
flow is very inadequate. 

The flow has dropped to the point where it is quite difficult to get 
along. 

Of course, over at Sheepshead Bay, we have had a lot of deteriora- 
tion. 

In most cases we have simply roped off what is no longer usable and 
have abandoned any attempt to maintain it. 


PER DIEM FOOD COSTS 


Senator SALTONSTALL. Also you are reducing the food bills at the 
State maritime schools apparently to 60 cents per day; is that correct? 
The allowance at Kings Point is 99 cents per day. 

Admiral Cocnrane. The 1951 allowance was 99 cents, sir. The 
actual cost was 99 cents. 

Senator SALTONSTALL. What would the allowance under this bill be? 

Admiral Cocurane. It isa total figure. What we would have to do, 
if we could not feed the lads, would be simply to reduce the number of 
bovs that we have on board. 

Senator Maysank. Will you repeat that? 
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Admiral Cocurane. I say, what we may have to do is reduce the 
number of lads that we can enroll in the school. We have to give 
them a decent ration, and if the money that is available is not enough 
to feed all of them, vou just have to reduce the number. 

Senator SaLToNsTALL. Do you know what the ration in the Navy is, 
approximately? 

Admiral TrepeMann. I believe it runs around a dollar and a 
quarter today. 

Senator SALTonsTALu. So that this allowance, if vou keep this 
number of cadets in these maritime schools, will be about half what 
it costs the Navy to feed a boy? 

Admiral TrepeMANN. On this 75 cents a day allowance that would 
be about right. 

Senator SALTONSTALL. But as I read these figures, the cut would 
be to 60 cents. 

Admiral TrepEMANN. Yes, sir, it would be 60 cents at the State 
academies. It would remain 75 cents at Kings Point. 

Senator SALTONSTALL. Yet both of those figures would be sub- 
stantially under what it costs in the Navy? 

Admiral TrepEMANN. Very much under; yes, sir. 

Senator SALTONSTALL. And as Admiral Cochrane points out, in 
order to feed the boys decently, vou will have to reduce the number of 
people on board? 

Admiral TrepeMANN. Yes, sir. 

Senator Maypnank. And the reduction would probably be to almost 
half, as you suggest? 

Senator SALTONSTALL. Yes. 

Now, let me ask you this, Admiral: Have you any figures to show 
what proportion of these boys that graduate from this school have 
gone into the merchant marine service and how many have stayed in 
it after more than 2 vears? 

If you do not have that, you can put it in the record, because some- 
times the allegation is made—— 

Senator Maynank. That was the allegation. 

Senator SarronsTaLL. The allegation was that they did not stay in. 
Admiral Cocurane. That statement has been made on a number of 
‘casions. 

Senator Maynank. That was in the conference report. 

Senator SALTONSTALL. Yes, that is right. 

Admiral Cocuranr. We checked on the class that graduated last 
December, and we found that all of those lads that were qualified 
got sea billets. Some of them actually left school ahead of time in 
order to go to sea. 

Senator Maysank. If we may put this table into the record, I 
think it would be wise to have it there. 

Admiral Cocurane. I will be very glad to have that included in 
the record. 

(The table referred to follows:) 


0 


The United States Merchant Marine Cadet Corps and its Academy at Kings 
Point, N. Y., over a period of approximately 10 years have graduated 9,756 cadet- 
midshipmen who received United States merchant marine officer’s license as third 
mate or third assistant engineer (approximately 50-50 ratio) and commissions as 
ensigns, United States Naval Reserve. 
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A recent survey by the Alumini Association of the United States Mercha 


Cadet Corps indicates the following employment of the graduates: 


\pproximate number presently at sea as officers in the United States 
merchant marine vessels and MSTS vessels and in maritime industry 

\pproximate number on active duty in the U.S. Navy as reserve officers 

\pproximate number who have transferred to the Regular Navy and other 
regular branches of the Armed Forces 


Total 
\pproximate number not presently at sea or on active duty in the Armed 


Forces (of this group the greater majority served as officers in merchant 
vessels and on active duty in the U. S. Navy during World War II 2, 


\ recent questionnaire card survey of United States Merchant Mari: 
\eademy’s classes commencing with the class of December 1947 (the first class 1 
have the last 2 years of instruction at the Academy, previous Classes had a reduc¢ 
wartime schedule both at the Academy and the former cadet basic schools a 
San Mateo, Calif., and Pass Christian, Miss.) indicates the following: 

Class of December 1947, 260 graduates: 
SO percent emploved as United States merchant marine officers 
duty United States Navy 
to percent employed ashore in shipping and allied industries 
249 percent otherwise emploved 
13 percent have returned or commenced college 
lass of June 1948, 235 graduates: 
74 percent emploved as United States merchant marine officers 
duty United States Navy 
2 percent emploved ashore in shipping and allied industries 
13 percent otherwise emploved 
11 percent have returned or commenced college 
‘lass of June 1949, 151 graduates: 
76 percent emploved as United States merchant marine officers active 
duty United States Navy 
5 percent emploved ashore in shipping and allied industries 
10 percent otherwise employed 
9 percent have returned or commenced college 
lass of June 1950, 220 graduates: 
82 percent emploved as United States merchant marine officers 
duty United States Navy 
7 percent emploved ashore in shipping and allied industries 
6 percent otherwise emploved 
5 percent have returned or commenced college 
‘lass of December 1950, 83 graduates 
85 percent employed as United States merchant marine officers 
duty United States Navy 
10 percent employed ashore in shipping and allied industries 
5 percent otherwise emploved 
‘lass of June 1951, 164 graduates 
88 percent emploved as United States merchant marine officers 
duty United States Navy 
5 percent employed ashore in shipping and allied industries 
3 percent otherwise employed 
t percent have returned or commenced college 
‘lass of December 1951, 117 graduates: 
90 percent employed as United States merchant marine officers 
duty United States Navy 
5 percent employed ashore in shipping and allied industries 
3 percent otherwise employed 
2 percent have returned or commenced college 


AMERICA’S MERCHANT-MARINE SHIPPING 


Senator SaLTonsTaLuL. With the approval of the chairman, I would 
also like for the record the number of ships in our merchant marine, 
private and Government-owned. 
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Admiral Cocurane. We can give you very good figures on that, 
Senator. 

Senator SALTONSTALL. From 1940 on, let us say 

Admiral CocHraNne. Yes, sir. 

(The information referred to is as follows: 


\ embe of l nited States-flag (Maritime Ad ministration-owned and pri ateiy owned 
ocean going merchant ships, 1,000 gross tons and over, by selected periods (exclude 


irmy/ Navy-owned and/or controlled vessels and lend-leased vessels) 


Maritime 
Privately Adminis 
ow he j ur ition 
owned 


Total 


June 1940 1, 300 
June 1941 1, 168 
December 1942 1, 461 
June 1943 1, 891 
June 1944 2, 054 
June 1948 2, 780 


ptember 1946 4,422 44 


mM 


For period 1941-45 all Maritime and privately owned vessels we 
rolled 


MERCHANT-MARINE REPLACEMENTS 


Admiral Cocurane. This is one of the things that I think is apt 
to be overlooked. Over this past winter, we had about 2,000 ships 
operating, and they average somewhere around 40 men per ship, 
which is 80,000 men. So, vou have that number that you have to 
feed replacements to. There are about 7 officers per ship, and 


that would be something like 14,000 officers. So, just for the normal 
attrition, replacements are required. 

Senator Maypank. Do you have more than enough applicants for 
these schools today? 

Admiral CocHrant. We have been able to pick so far, Senator; 
yes, Sir. 

Senator SALTONSTALL. You have been able to do what? 

\dmiral.-Cocuranr. We have been able to choose. Actually these 
lads are selected now on the basis of competitive examination Nation- 
wide and with a geographical distribution. If we do not fill all of the 
areas, then we are allowed to take more from others 

Senator SALTONSTALL. May [ask one more question which I hope 
is pertinent? 

SHIP CONSTRUCTION 


How many merchant-marine ships are being built today and are 
on the ways of the country? 

Admiral Cocurane. There are only 35 dry-cargo ships today in the 
maritime program. 

Senator SALTONSTALL, You say 35? 

\dmiral Cocurane. Yes, sir. 

Senator SALTONSTALL. And they are on the wavs now? 

\dmiral Cocuranr. They are not actually—the keels are 
actually down. IT think the keels are down on all but eight 

Senator SALTONSTALL. How many new ones were built las 

\dmiral Cocnrane. One, sir 





620) INDEPENDENT OFFICES APPROPRIATIONS, 1953 


Senator SALTONSTALL. Only one? 

Admiral Cocurane. Yes, sir. That was the one built under th 
maritime program. 

Senator SALTONSTALL. How many were built in 1950? 

Admiral Cocurane. Not any were delivered in 1950. There 
been only one dry-cargo ship delivered in the United States that w 
ordered after the war. 

Senator SALTONSTALL. By “dry-cargo ship,’’ you mean a mer 
chandise-carrving vessel? 

Admiral Cocurane. Yes, sir; a straight merchant-type ship. 

Senator SALTONSTALL. As oppose <d to a passenger-type ship? 

Admiral Cocurane. That is correct. 

Senator SALTONSTALL. How many passenger ships have had keels 
laid down since the war? 

Admiral Cocurane. Six. 

Senator SatronsTaLL. And how many of those have been com 
pleted? 

Admiral Cocurane. Two are actually in service. They are the 
big United States, which is to go on trials in + the middle of this mon 
and which will be delivered at the end of next month. 

The three that were originally built for the around-the-world service 
by the American President Lines were taken over by the Navy. T 
first of them has been on trials and should be delivered this week. 

Senator SALTONSTALL. That means one more. 

Admiral Cocurane. That leaves two yet to be delivered. There 
are ho hew passenger ships on order today. 

Senator SaLronsTaLL. Now, let me ask you this: How many dry 
cargo bottom ships were flying the United States flag at the conclu- 
sion of the Japanese armistice, approximately? 

Admiral Cocurane. That would be in August of 1945? 

Senator SALTONSTALL. Yes. 

Admiral Cocurane. There must have been 5,000, sir. I will check 
that figure, but I feel that is about right. 


RESERVE FLEET 


Senator SALTONSTALL. How many of those are now in mothballs? 

Admiral CocHRANE. Whe ‘nl came to the Maritime Admuinistratio: 
in August of 1950, we had 2,200 ships in mothballs. That number w 
reduced to a minimum in January of this vear of 1,400. We 
putting them back in again at the moment and as of the last report 
I got, which was the day before yesterday, there were 1,550 back 
the reserve fleet. 

That includes not only the straight cargo ships, but it include: 
nearly 200 former auxiliary naval and military vessels. 

Senator SaLvronsTaLL. How many of the 5,000 ships have bee: 
sold to other countries? 

Admiral Cocnrane. To other countries? 

Senator SALTONSTALL. Yes. 

Admiral Cocni I do not have that figure offhand. 

Senator SALTonsTaLL. Will you supply that for the record? Whit 
I am trying to bring out is this: Let us say that we had 5,000 ships 
August of 1945. We are building presently 35 new ones. We hav 
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built six new passenger ships since that time. How many ships have 
we in operation today and is that number increasing? 

The thought in the back of my mind is whether we need more bovs 
and more people to man them or less. Also, I think it would be 
interesting to have those figures im the record this year, do you not, 
\ir. Chairman? 

Senator MAYBANK. Yes. 

Admiral Cocurane. Of course, Senator, a good many of these men 
who were at sea back in 1945 are over age now and many of them, of 
course, have acquired other responsibilities. Actually we had a good 
deal of difficulty during this past winter in gathering enough trained 
men to man these S00 ships that went back into service during the 
past 12 months. 

Senator SALTONSTALL. If the figures are in the House record, then 
| do not ask you to repeat them, Admiral. However, I think it would 
be extremely helpful to have those statistics. 


SHIPS SALES 


Admiral Cocurane. I can give you the statistics as to the sales, 
Senator. The total sales were 1,811. Those were sold under the 
Ships Sales Act of 1946. Of those, 698 were sold to American registry 
and 1,113 were sold to foreign registry. 

(The following information was supplied: ) 


T nited States mie rchant sh ips sol Sii 


Authority 


FOR OPERATION 


chant Marine Act, 193 
Sales Act, 1946 


Total for operation 
OR NONOPERATION 
hant Marine Act, 1936 
Total for nonopera 
tion 

FOR SCRAP 
ferchant Marine Act, 1936 


rotal for scrap 


Total 


Senator SALTONSTALL. So that, in round figures, of the 5,000 that 
you said were in operation in August of 1945, there are approximately 
1.000 that can be accounted for today? 

Senator MAYBANK. You said that 1,811 had been sold. 

Admiral Cocurane. That is right. 

Senator SALTONSTALL. But only 1,113 were sold to foreign registry. 

(Admiral Cocurane. That is right, Senator. 

Senator SALTONSTALL. That is what I mean, 
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Admiral Cocurane. It should be remembered that a good many 
ships were disposed of, those that were damaged. 

Senator SALTONSTALL. That is correct. 

Admiral Cocurane. Those that were damaged or no longer neede 
were disposed of for scrap. We cleaned out a lot of ships that wer 
not worth retaining. 

Senator SALTONSTALL. Without continuing this discussion, can vo 
bring us up to date on those figures? 

Admiral Cocurane. Yes, sir, quite readily, sir. 

The information referred to follows: ) 


Vumber of United States flag Varitime Administration and privately owned 
merchant ships oceangqoung dy / cargo and tankers. 1,000 aross tons and ov 
in active service and in reserve flee ts for Spee a fle d per tods exclude S A? mey=c? 


Navy-controlled ships 


Maritime Administration 


j tel 1 
owned vately owned 


Dry 
Sept. 30, 1946 


Active 


Reserve fleet 


MONTEREY AND MARIPOSA 


Senator SALPONSTALL. Now, let me ask vou one question to bi 
answered very briefly. What is the present situation regarding thos: 
two ships out in California? 

Admiral Cocurane. The company has recently, in faet within a 
few weeks 
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Senator SALTONSTALL. That is the Oceanic Steamship Co.? 
Admiral Cocurane. Yes. The company has, within the last few 

weeks, decided that they would like to reconsider and they have asked 
us to delay the requisitioning of one of those vessels or the purchase 
of one of those vessels. They feel that they want to fit her out them- 
selves to parallel the service that they are now running from = the 
west coast to Honolulu. 

They have entered a claim in the Court of Claims for the settlement 
of the deficiency in the fund provided for in the contract which was 
set up to pay them for rehabilitating the ships. The contract con- 
tained a provision that they could be paid only as the work progressed, 
and they ran out of money. That claim is for something like $5 
million. We are now attempting to consolidate that claim 

| believe this should be off the record. 

Senator MayBank. You may have it off the record if vou like. 

Discussion off the record.) 

Senator SALTONSTALL. On the record, then, as far as the situation 
in California is concerned, the company at its own request - has asked 
that the purchase of one ship be held up? 

Admiral Cocuranet. Yes; on one of the ships. 

Senator SALTONSTALL. And on the other ship we are negotiating 
for the purchase? 

Admiral Cocurane. That is correct, sir. 

Senator Savronstaty. Are those negotiations going to continue for 
another 2 or 3 years? 

Admiral Cocuran. Off the record. 

(Statement off the record.) 

Senator SavronstaLy. Mr. Chairman, with your permission | 


would like to ask the admiral one question off the record. 
Senator MayBank. Off the record. 
Discussion off the record.) 


JENSEN AMENDMENT 


Admiral Cocuranet. There is one other thing that disturbs me. 
and that is the impact of the Jensen amendment of which you have 
spoken. 

Senator MayBank. That is in every bill, as vou know. It is not 
in every bill, but, rather, we have adopted a new amendment here, 
the substance of which is similar to the amendment that was adopted 
in the conference last vear. 

lt applies to the two bills that we have passed over here. The first 
bill was the Labor-Federal Security appropriations bill wherein we 
amended the Jensen amendment, in substance, to what we more or 
less agreed on last year in conference. 

At that time, after a long conference, we finally broke up and went 
back for instructions. We then worked out the substitute that you 
will recall. That is what we did over here last week, 1 believe. 

Senator SALTONSTALL. What we did was to take the Ferguson 
amendment, the so-called Ferguson amendment, and if my memory ts 
correet, we agreed on the conference amendment that went through in 
the bill last vear. 

Admiral Cocurane. Yes, sir. 
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Senator SavronstaLu. Now, the objection to that is that it is 
further cut this year over the cut that was made last year. That 
if the House and the Senate agree to it, it is better to have what can 
out of the conference last year and is now law than to have this s« 
called Jensen amendment. 

Admiral Cocurane. Yes, sir. The provision of last year’s bill was 
pretty severe, but we were able to live with it. But this one is muc| 
more severe than that and much more damaging. 


REPAIR OF TRAINING VESSELS 


Now, I was going to say that there is one thing that we ought to 
bring out and that is the question of the ship at the Maine Stat 
Academy. That is a pretty old vessel. I will ask Admiral Tiedemann: 
to comment on that situation. 

Admiral TirpeMann. I would like to say that we should hay 
sufficient funds to maintain those ships as training vessels. 

As the result of lack of proper funds over a period of years, we are 
finally faced with the fact that one of the ships had gone to pieces, 
Her certificate was withdrawn by the Coast Guard in view of 
fact that the ship was unseaworthy. That vessel which was loane:| 
to the Maine Maritime Academy is presently laid up, and it will cost 
in the neighborhood of some $500,000 to place her back in a seaworthy 
condition. 

Our other training vessels are also gradually approaching that status 
to a point where the repair funds permitted by this bill will be insufli- 
cient to meet Coast Guard requirements next year. The schools have 
continually had to omit certain vital necessary repairs in order to 
meet minimum Coast Guard requirements, and the Coast Guard has 
in many instances, waived certain things that they demanded be done 
in order that the ship could sail. If that situation is allowed to cor 
tinue, we eventually will be faced with the same condition that exists 
today in the Maine Maritime Academy. 

Senator SALTONSTALL. Mav I add these questions? 

Senator Maypank. Yes; go ahead. 

T want Admiral Tiedemann to make a statement for the record. 


AMOUNT NEEDED TO REPAIR TRAINING VESSELS 


Senator Satronstauu. All right. Now, how much money do you 
need for that ship in order to put it back into first-class shape? Jus! 
state that in dollars and cents if you can. How much would you ge! 
if you got what vou feel is necessary’ 

Admiral Tiepemann. I have that information here. 

In the case of the training ship Empire State, in order to meet Coast 
Guard requirements next vear, we will require $96,500. In order to 
put her back into the condition a training ship should be in to perform 
her job efficiently, an additional $335,000 will be required. 

Senator SatronsTaLy. All right. Will you go to Massachusetts 
now? 

Admiral TrnpeMANN. In the case of the training ship Charlesto: 
in order to meet Coast Guard requirements for next year, we will 
require approximately $138,000. 
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Senator SALTonsTALL. And to put her into first-class shape? 

Admiral TrepeMann. To put her into first-class shape as a training 
vessel- — 

Senator SaALronsTaLL. That is the whole figure which is now out? 

Admiral Tre DEMANN. Yes, sir. 

Senator SALTONSTALL. How much is that? 

Admiral Trepemann. In the case of the training ship American 
Sailor, we will require $520,372. 

Senator SatronstaLu. That is a combined figure? 

Admiral TrkrpEMANN. Yes, sir. 

Senator Satronstrauu. All right. Will you give us the information 
for California? 

Admiral TrepEMANN. In the case of California and the training 
ship Golden Bear, in order to meet Coast Guard requirements next 
year we will require $69,546. To place her in proper condition as a 
training ship there will be required an additional $170,000. 

Senator SALTONSTALL. Now, those figures total how much? 

Admiral TrepEMANN. I do not have the total on all of those figures. 

Senator Savronsra.u. As I hastily add those figures up, that work 
would take approximately $1,300,000. 

Admiral TrepEMANN. Yes, sir. 

Senator SALTonsTaLL. And how much has the House allowed you? 


HOUSE ACTION 


Admiral TiepEMANN. The House has allowed for repairs $153,000 
for the four vessels. 

Senator SaALronstTaLL. How much was that? 

Admiral TirtprEMANN. $153,000. That averages out about $38,200 
per ship. 

Senator SaALTonsraLL. How much was the Budget? 

Admiral TrepEMANN. The Budget was $153,000. That is all we 
could ask for because that is all we had last vear. 

Senator MAyBaNnk. I take it, the repairs to the ship Charleston in 
Boston would be quite similar to the repairs to the others? 

Admiral TiepeMANN. The repairs vary with the different ships. 

Senator MAYBANK. I imagine that is true, but | was thinking of 
putting this document that | have in my hand, which covers the 
repair items necessary for the T raining Ship Charleston, in the record, 
Would that be a good comparison? 

Admiral Cocuranet. The same general sort of items are involved, 
senator. 

Senator Mayspank. That 1s what I meant. This document is 
entitled “Training Ship Charleston.” 

The current list of repairs, betterments, and alterations, and items required by 
he United States Coast Guard together with their estimated costs, is as follows: 


Admiral Cocurane. The same sort of jobs, generally speaking, are 
involved, Senator. 

Senator Mayspank. I will ask that this be placed in the record. 

(The document referred to follows:) 
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TRAINING SuHipe “CHARLESTON” 


The current list of repairs, betterments, and alterations, and items required | 
the United States Coast Guard together with their estimated costs is as follows: 


Install an auxiliary feed line to comply with U.S. Coast Guard regula- 
tions 

Install nonreturn bottom blow valves to comply with U.S. Coast Guard 
regulations 

Install limit switches to lifeboats to comply with U. 8S. Coast Guard 
regulations 

Install steering engine power failure alarm to comply with U.S. Coast 
Guard regulations 

Rewood all outboard shaft bearings to comply with U.S. Coast Guard 
regulations 

Overhaul all skin valves to comply with U.S. Coast Guard regulations 

Install an electrically driven submersible pump to be run from emergency 
generator power to comply with U. 8. Coast Guard regulations 

Relocate surface blow valves and piping so that steam pressure is under 
valve seats to comply with U. S. Coast Guard regulations 

Order spare parts for main generators 

Renew sanitary lines in main engine room 

Install and supply refrigerated compartment fans 

fewind 6 electric motors 

Repairs and renewals to steam-heating system 

Rewire fire room lighting system 

tetube auxiliary condenser 

Remove 36-inch searchlight 

Spare parts for engine room and boiler room machinery 

Relocate earbon pile regulator for gvrocompass 

Re tube first effect tubs rest-evaporators 

Install air ducts over main generators 

Realine port engine line shafting from reduction gear to propeller shaft 

Remove 2 gasoline tanks in D-7 compartment and convert space into 
fresh-water storage tank 

Drvdoeck vessel, inspect bottom, wash, serape, wire brush, clean and 
paint bottom, renew zine plates 

Range, inspect, clean, wire brush, and paint anchor chain, and overhaul 
all shackles 

Possible renewal of shell platings—-last drvdockin 
platings Wasted 

Supply and install 1 latest tvpe merchant marine type radar 

Supply and install 1 latest type merchant marine type loran with all 


showed three shell 


u 


necessary equipment 

Supply and install 1 radio direction finder with all necessary equipment 

Replace 100 life jackets 

Supply and install copper or brass pipe for salt-water line: 4 inch, 100 
feet; 3 inch: 100 feet; 24. inch, 200 feet; 2 ineh, 200 feet; 1% inch, 
350 feet 

Lav Norway pine decking in way of removed gun platforms Nos. 1 and 
2, main deck 

Supply services of naval architect and following his recommendations 
enlarge crew’s quarters (crew quarters on this vessel are entirel\ 
inadequate 

Remove and replace with new doors 4 quick-closing watertight doors 
on main deck 

Supply and replace 100 midshipman lockers; repair approximately 50 
mnidshipman lockers 

Manufacture and install a lift over box walk-in refrigerator in compart- 
ment 4-115-L 

Install complete with hot and cold water 10 wash basins in midshipmen’s 
head ford 

Overhaul and replace worn and defective parts in dish-washing machine 

S ipply 2 canvas boat ecovers for 2 26-foot motor whaleb mats Supply 


2 canva boat covers for 2 135-p rson lifeboats 


Estimate 


cost 


M4 


, OO 


500 


500 


3, OOO 


500 


~ 500 


DOO 


, OOO 
, OOO 


500 
500 


3, OOO 


~ 500 


2, OOO 


500 


, OOO 


500 


. 000 


500 


, OOO 


2, OOO 


~ O00 


OOO 


, OOO 
, OO0 


2 000 


l, 


O00 
j00 


. OOV 


», OOO 


O00 


~ OOO 
~ O00 
», OOO 


, 900 


250 


5OO 
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Repair as directed by USCG steamboat inspectors, 1 cracked deck 

stringer $1, 000 
Repair as necessary to have knot indicator in working order 100 
Overhaul and place in good working order present SG radar if new radar 

is not. installed 200 
Provide approved lifeboat emergeney transmitters and receivers to com 

ply with USCG regulations 500 
Rebrick 2 gallev ranges 250) 
Overhaul and put in good working order: 1 dead-reekoning tracer 

fathometer, petometer log 1. 000 
Remove existing conning tower on bridge 2. 500 
Remove existing gun director over bridge 1, 500 
[ustall 1 magnetic steering compass near steering wheel on bridge 

stall 1 magnetie standard compass over wheel house, wher 

director has been removed (ship will furnish compasses and 

nacles) 300 
Remove rudderpost, determine cause of leakage and repair same 000 


Total 
rRAINING SHIP ACTIVITY AT KINGS POINT ACADEMY 


Senator SALTONSTALL. In substance, then, Admiral Tiedemann, the 
amount which the budget allowed and which the House allowed is not 
going to permit the Coast Guard to certify at least two of these three 
remaining ships? 

Admiral TrepEMANN. That is correct, sir. That is what we are 
very much afraid of. 

Senator SALTONSTALL. If that happens, will the State maritime 
schools be put out of existence? 

Admiral TigpEMANN. They would not be able to carry out their 
program. 

Senator SALTONSTALL. How many ships are now at Kings Point? 

Admiral TrepEMANN. None. 

Senator SALTONSTALL. At Kings Point the training is done without 
any ships? 

Admiral Cocurane. We do it in another way, Senator. At Kings 
Point, 1 year of the 4 years is spent with the boys at sea in the ships 
of the merchant fleet. 

Senator SavronsraLL. Why could that not be done at the State 
schools? 

Admiral Cocurane. Well, I believe it could be done, although the 
State schools have not wanted to do it that way. 

Senator SALTONSTALL. What do you say to that, Admiral? 

Admiral TiepeMann. It could possibly be done at the State schools, 
but that would necessitate increasing the maritime service staff in 
the field in order to handle the cadets at sea. 

Senator SaALronstaLL. Then the Congress has the problem, really, 
of determining what todo. Have you informed the House committee 
of what you have told us? 

Admiral TrepeMann. No, sir. 

Senator MaysBank. Why did you not do that? 

Admiral TrepEMANN. It was not brought out at the hearing, sir. 

Senator Maysank. They did not ask vou about that? 

Admiral TrepEMANN. They did not ask us. 
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Senator Sarronsrauyu. | refer to Admiral Cochrane. Why is it nm 
your responsibility as Chairman to bring out the fact that vou reall! 
need approximately $1,200,000, a substantial amount more, if thi: 
program is to be continued? 

Admiral Cocurane. Senator, one of the things I was about to stat 
was that the ship that the Maine academy has is over 30 years old. 

Senator Mayspank. At which academy? 

Admiral Cocuranr. Maine. We have beer reviewing and search- 
ing—as a matter of fact, Admiral Warlick has been out in San Fran 
cisco inspecting other vessels of our Reserve Fleet with the view o| 
replacing it witha modern ship suitable for the service, and that woul: 
be, in my judgment, a far better solution than to attempt to repai 
this 30-year-old vessel that is there. That would, of course, involv, 
some money, but nothing as much as this half million dollars. 

Senator SALTONSTALL. What is going to happen in Massachusett 
and New York? 

Admiral Cocurane. That point was discussed last vear at som: 
length. I do not remember at the moment just why it was not dis 
cussed at this vear’s hearing. 

Senator SALTONSTALL. It seems to me that you are coming to thi 
parting of the ways there just listening to you here for a few minutes 

Admiral Cocurane. There is not any question but that that situa- 
tion is becoming very critical. I think the view that was taken last 
year—perhaps this should be off the record. 

Senator SaALTonstauu. No, I think this ought to be on the record 

Admiral CocuraNne. I am interpreting the views of the House com- 
mittee which I ought not to do. The view was that the States ought 
to carry a larger share of this particular burden themselves. 

Senator SALTONSTALL. Well, the Federal Government today is 
carrying approximately 90 percent of the burden, is it not? Is that 
the correct figure? 

(The following information was supplied: ) 


Based on operating-cost figures submitted to the Office of Maritime Training 


by the State maritime academies for fiscal vear 1951, the total operating costs 
of the four State maritime academies was $1,572,855. The total Government 
contribution to the State maritime academies in fiscal vear 1951, including all 
grants, cadet-midshipmen allowances, and ship repairs, totaled $1,002,548, or 
63.8 percent of the State maritime academies’ operating costs. 

Admiral TrepEMANN. I believe it is, Senator. 

Senator SALTONSTALL. I will put it this way. This is a method that 
has come up through our history and through custom for training bovs 
for the merchant marine. There were originally three schools and 
the school at Maine was established at a later time. 

Admiral Cocurane. Pennsylvania came in, too, and then dropped 
out. 

Senator SALTONSTALL. Yes. 

Now you have come to the point of deciding whether you are going 
to enlarge the school at Kings Point or to change the method « 
training at these State schools. 

Now, the State schools have been built over a long period of time 

Admiral Cocurane. I am not sure, but I think that is over a period 
of 50 years, to my understanding. 

Senator SarronstaLy. In Massachusetts it has been over that. 
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Admiral Cocurane. It is at least that old. 

Senator SALTONSTALL. If vou are going to continue the State 
schools, then you have to do something to these ships, do you not, 
Admiral? 

Admiral TreDEMANN. That is correct, Senator. 

Senator Maybank. Are there any further questions? 

Senator SALTONSTALL. I have no further questions, but I would like 
to say this: We appreciate Admiral Cochrane’s courtesy and helpful- 
ness in the past 3 years, and we wish him well in his new undertaking. 

Senator Maysank. We certainly do. 

At this point in the record, I will insert a letter I have received from 
Congressman Latham of New York. 

The letter referred to follows:) 


Hovse or REPRESENTATIVES, 
Washington, D. C., May 2, 1952. 
Senator BuRNET R. MAyYBANK, 
Senate Office Building, 
Washington, D. C. 


Dear SENATOR MaysraNnk: I have just returned from an official visit to the 
Kings Point Merchant Marine Academy, as a member of the Board of Visitors. 

| was genuinely alarmed to learn that under the appropriation bill passed by 
the House, this splendid organization, which has produced 10,000 Naval Reserve 
ifficers, will almost have to go out of business. Previous reductions were so 
drastic that midshipmen are required to study without overhead lights. The 
current bill cuts 27 percent deeper. In the light of other expenditures we are 
making, this condition is inexplicable and nothing short of disgraceful. 

I have long been familiar with the activities of this Federal school and know 

ere is no finer in the country. The need has never been greater for the high- 
tvpe, competent and loyal Americans who are graduated from this Academy to 
operate our merchant marine ships on the high seas. 

It is my earnest hope that you will read the brief report of the Board of Visitors 

ch can be secured from the Maritime authorities. I strongly urge you to 

store the 27 percent reduction made by the House in the Independent Offices 
\ppropriation Act of 1953, which is now pending in your committee. Unless 
this is done a major arm of our national defense will be crippled. 

Thank you for your courtesy and cooperation. 

Sincerely yours, 


Henry J. LATHAM. 


If there is nothing further, the committee will recess at this time 
until 2 o’elock this afternoon, 
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AFTER RECESS 
ATOMIC ENERGY COMMISSION 
SALARIES AND EXPENSES 


STATEMENTS OF GORDON DEAN, COMMISSIONER; M. W. BOYER, 
GENERAL MANAGER; WALTER J. WILLIAMS, DEPUTY GENERAL 
MANAGER ; EVERETT L. HOLLIS, GENERAL COUNSEL; R. W. COOK, 
DIRECTOR, DIVISION OF PRODUCTION; CARROLL A. TOWNE, 
DIVISION OF PRODUCTION; BRIG. GEN. K. E. FIELDS, DIRECTOR, 
DIVISION OF MILITARY APPLICATION; JESSE C. JOHNSON 
DIRECTOR, DIVISION OF RAW MATERIALS; LAWRENCE R. HAF. 
STAD, DIRECTOR, DIVISION OF REACTOR DEVELOPMENT: 
THOMAS H. JOHNSON, DIRECTOR, DIVISION OF RESEARCH; 
JOHN C. BUGHER, DEPUTY DIRECTOR, DIVISION OF BIOLOGY 
AND MEDICINE; EDWARD J. BLOCH, DIRECTOR, DIVISION OF 
CONSTRUCTION AND SUPPLY; FLETCHER C. WALLER, DIRECTOR. 
DIVISION OF ORGANIZATION AND PERSONNEL; F. J. McCARTHY 
JR., ASSISTANT CONTROLLER FOR BUDGETS; JAMES A. MILLER, 
CHIEF, BUDGET OPERATIONS BRANCH; AND MORSE SALISBURY 
DIRECTOR OF INFORMATION SERVICES 


PROPOSED AMENDMENTS 


(The hearing was resumed at 2 p. m. 


Senator MAayBaNnkK. The subcommittee will be in order. 

1 will put in the record the letter that Mr. Dean wrote me unde: 
date of April 29 in connection with the amendments; also the lette: 
under date of March 18, written by Mr. Smyth, the Acting Chairman 
and a letter from the Comptroller General of the United States on 
April 3, and a letter to Senator McKellar by Mr. Perlman, the Acting 
Attorney General, dated April 15. 

(The letters and amendments referred to follow: ) 


Unirep States Aromic ENERGY COMMISSION, 
Washington, dD ie April 29, 195? 
Hon. BuRNET R. MaAyYBANK, 
Chairman, Subcommittee on Independent Offices, 
C'ommittee on Appropriations, United States Senate 

DeaR SENATOR MAYBANK: As requested in your letter of March 18, 1952 
there is transmitted herewith proposed amendments to the Independent Office 
Appropriation Act, 1953, which are considered necessary to enable the Atomi 
Energy Commission to carry out its program and meet goals established for the 
production of fissionable materials and atomic weapons. 

The amendments proposed would provide for an appropriation of $1,310,981 ,500 
which is $1,018,500 less than the estimate submitted by the President and a: 
increase of $173,254,000 over the amount approved by the House. A reexamina- 
tion of the program indicated that the House reduction applied to ‘Special 
Materials”? could be met due to the possibility of a reduction in requirements for 
one of the materials. 

The amendments also provide for certain changes in the language proposed b 
the House in establishing two separate appropriations, one for operating expenses 
and one for plant and equipment. These changes are necessary if the Com- 
mission is to continue cost-performance budgeting and have the approval of the 
Comptroller General and the Director of the Bureau of the Budget. 
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In addition, the following amendments have been submitted: 

(1) to inerease the limitation on newspapers and periodicals to the 

of the estimate; 

(2) to increase the limitation on travel expenses to the amount of the 

estimate; 

(3) to provide for one limitation on program direction and administration 
personnel in lieu of two separate limitations, one for the Washineton office 
and extensions and one for field offices, as proposed by the House and to 
increase the limitation to the amount requested in the estimate; 

(4) to exempt the Commission from the limitation on the number of 
persons engaged in personnel work (sec. 108) and from the provisions of the 
Jensen amendment (see. 406 

5) to inerease the limitation on passenger motor vehicles to be pure} 
to the number requested in the es 

(6 10 modify the restrictions propose d bv the House on the use of 


propriation for construction so as to authorize architeet-engineer work at 
start of construction projects under $250.000 which were not 

and to authorize the Start of urgent technical const ruction 

mission certifies to the Direetor of the Bureau of the 

necessary to the national defense, and the Director a 

tion is justified; and 


proposed ah 


with 17 e 


LS 
ates for the Atomic 
ram contemplated DY 
vy of the number and 
tld appreciate an Opporti 
opies of the proposed at 
Joint Committee on Atomie ergy 


SUbDCOMINILTEE ith ( Appropriat 


UNITED STATES ATOMIK 
(JORDON DEAN. Chairma 


INDEPENDENT OFFICES 
Aromic ENERGY COMMISSION 


mate submitted to the Hous . 312. 000, 000 


Operating expenses ~ O86. 500 
lant and equipment 1 741, 000 
Liquidation of contract authority 57, 000, 000 


Total ai. 27. 500 
Reduction by the House , 242, 500 


(House hearings, pt. 3, p. 1039 


Amendments proposed: P. 6, lines 3 through 6; p. 6, line 9; p. 


ines 12 through 16; p. 6, line 17; p. 7, line 23; p. 7, line 25; 
line 4; p. 8, line 6; p. 8, line 9; p. 8, line 11; p. 8, line 18; p. 


Nore.—Attached as appendix A is a draft of the revised appropriation lan- 
age showing the language as passed by the House together with proposed 
imendments thereto.) 


AMENDMENTS 


|) Page 6, line 3, after the semicolon (;) strike out the following: “purchase 
i not to exceed two hundred and twenty-five passenger motor vehicles, of whict 

hundred and sixty-five shall be for replacement only; purchase,”’ 

2) Page 6, line 9, strike out “$4,000” and insert in lieu thereof ‘$8,000” 
amount of the estimate. 


, the 
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9) 


Page 6, line 10, strike out ‘$2,230,500’ and insert in lieu ther 
$3,345,927"’, the amount of the estimate. 

1) Page 6, line 12, after the semicolon (;) and before the word ‘‘not’’, in 
the word ‘“‘and’’, and starting on line 13 strike out the following: ‘$7,290.5 
for program direction and administration personnel in the District of Colun 
and extensions; and not to exceed $16,273,475 for program direction and adi 
istration personnel outside the District of Columbia;” and insert in lieu the: 
“$27,722,686 for program direction and administration personnel;”, the amo 
of the estimate for total AEC program direction and administration personne 

5) Page 6, line 17, strike out ‘$708,986,500” and insert in lieu thi 
“S800,481,5007, the amourit of the estimate less the reduction of $1,018,500 m 
by the House in the inventory item for “Other special materials’. 

6) Page 7, line 23, strike out the period (.) and insert the following: “: / 
vided further, That sections 108 and 406 of this Act shall not apply to approp 
tions of the Atomic Energy Commission.” 

7) Page 7, line 25, after the words ‘‘with the’? and before the word 
struction” insert the words “‘purchase and’’ 

8) Page 8, line 3, strike out the comma (,) after the word “land” at the « 

' the line and insert the following, the amounts in the estimate: ‘; purcha 


aft 


and purehase of not to exceed four hundred and fifty passenger mi 
undred and twenty-seven shall be for replacement on 
4) Page &, line 4, strike out ‘*S371,741,000" and insert in lieu thereof ‘‘S4/ 


500,000’, the amount of the estimate. 


icles, of which three h 
a 


10) Page 8, line 4, after the word ‘‘Provided,’’ and before the word ‘‘T} 
insert the following: ‘‘That there shall be transferred to and merged with 
appropriation that portion of the unexpended balances of prior-vear appro} 
ations included under the appropriation for ‘‘Operating expenses”? which is ap} 
cable to plant and equipment, and amounts so transferred together with the for 
going appropriation shall remain available until expended: Provided further,” 

11) Page 8, line 6, after the word “‘start’’ and before the word “any” ins 
the words **, except for architect-engineer work,”’ 

; » 8, line 6, after the word ‘ project” and before the word ‘‘for’’ ir 

“estimated to cost in excess of $250,000"’. 
&, line 9, after the word “start”? and before the word “any” 
‘except for architect-engineer work,” 
8, line Ll, strike out the period and insert the following: 
aa foregoing proviso shall have no application with respec 
and production facilities (1) if the Commission certifies to the Dire 
reau of the Budget that immediate construction is necessary to the 


fense and security, and (2) if the Director agrees that such certificat ir 
* and before the word “unl 
following: except contracts with any foreign government or 
agency thereof and contracts for source material with foreign producers,’’. 
16 age ine 4, after the end of this line and before line 5 insert the follow 
paragraphs : 
Anv appropriation available to the Atomie Energy Commission may initia 


1 to finance the procurement of materials, services, or other costs rela 


ge 8, line 18, after the word ‘‘Commission 


LIne 
to work or activities for which funds have been provided in any other app 
priation available to the Commission: Provided, That appropriate transfers 
adjustments between such appropriations shall subsequently be made for s 
costs on the basis of actual application determined in accordance with genera 
accepted accounting principles 

‘Not to exceed 5 per centum of any appropriation under this head may 
transferred to anv other such appropriation but no such appropriation shall | 
increased by more than 5 per centum by any such transfers.”’ 


HOUSE REPORT 


“This Commission is responsible for the production of fissionable materials a1 
atomic weapons, research and development of both military and peaceful applica 
tions of atomic energy, and the dissemination of technical information for gene: 
use by educational and other institutions and the public at large. 

‘Since its inception the Commission has operated with a lump-sum appropria- 
tion from which it paid all expenses of administration, costs of operation, and cost 
of construction. This appropriation procedure does not enable the Congress a! 
the Appropriations Committees to obtain a sufficiently clear picture of the opera- 
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tions of the Commission to enable it to examine into and process budget requests 
as effectively as would be the case if appropriations for operating expenses, includ- 
ig administration, and for construction, were provided in separate appropriation 
paragraphs. The committee has recommended, therefore, and the bill contains 
separate appropriation paragraphs for these two purposes. 

“In setting up the new appropriation paragraph for construction (plant and 
equipment), the committee has eliminated much cumbersome and involved 
language in the form of limitations heretofore carried in the bill, and has inserted 
in lieu thereof a specific limitation prohibiting the start of construction of new 
projects, the currently estimated cost of which exceeds by 35 percent the estimated 
‘ost included in the budget for such project. The committee believes that under 
no circumstances should the Commission, with its present experience in the field 
f atomic plant construction, submit an estimate so far out of line that an addi- 

nal 35 percent will not permit completion of such project. A third paragraph 
appropriating $57,000,000 to liquidate prior vear contract authorizations is essen- 

al for the fiscal year 1953, but appropriations for this purpose will not be required 
n subsequent vears. 

The committee considered a budget request totaling 431.312.000.000 for this 
wctivity of which $57,000,000 was requested to liquidate prior year contract 
authority. In recommending $1,137,727,500, the committee has effected a reduc- 
tion of $174,272,500 in the total estimate. A tabulation showing the budget 

mates for the Commission by activities, the amounts allowed by the committee 


iT 


i the reductions recommended in each activity is set forth below as follow 


Atomic Ene rgy Commiss 


Project or item 


ions: 

Source and fissionable 1 1 $341, 500, 000 

Weapons 000, O00 4 

Reactor development 92, 400. 000 70. O00. OOF 
1) Physical research 100. 000 33. 100, 000 
é) Biology and medicine 4. GOO, 000 25, O85, 5OK 

Community operations 800, 000 1, 800, G00 

Program direction and admini tior sh 000 30. OOO. OOK 


Total operating cos 767, 800, 000 
in: 
ind inventories * 000 
l reactor ma 
r special material O00 | (iM 


rking capit l 700. 000 ” on 


' } : , 
ertai ) , O00 . TR rl 


iquidated obligations 2 O00 : O00 


y ' 1 ’ 
perating obligatio 


ind equipment 

Source and fissionable materi ls facilities 11 , O00 00 ) - ) 574, 000 
Weapons facilities 5, 40 7 | 7. 500, O00 
Reactor development facilities 44, 100, OOM 1, 4 nM 3 WM) 
Physical research facilities 5 ' 000 4, 985, 000 
Biology and medicine facilities F 515 

Community facilities 0) 


}) Equipment not included in construction projects i] 000 
Yotal plant and equipment obligations 53, 500, 000 371, 741, 000 
Cash to liquidate prior contract authority z 57, 000, 000 57. 000. 000 


Grand total obligations 312, 000, 00K 137, 727, 500 


“In connection with the item for operating obligations the committee considered 
budget estimates totaling $801,500,000 and has included in the bill $708,986,500, 

reduetion of $92,513,500. The committee considered an estimate of $35,400,000 
for program direction and administration, and has recommended $30,000,000, 
vhich is a reduetion of $5,400,000 in the budget estimate. This appropriation 
rovides funds for some 16 field offices and for the Washington headquarters. 
(he committee believes these funds should be limited to prevent overstaffing 
oth in Washington and in the field and it has provided specific limitations as to 
the amount of money which may be expended for such personnel in the District 
of Columbia and in the field. 
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“While the reduction of $25,600,000 in the estimate of $341,500,000 under th 
heading ‘Source and fissionable materials’ in the operating program would appea 
to be severe, the committee Wishes to point out that this reduetion has been 
applied to items other than those involving the acquisition of fissionable materials 
In other words, the committee has applied its reduction to such items as explora 
tion work, the operation of facilities, processing and development work, ar 
experimental work in connection with the operation of producing plants. 

“In connection with the request for funds for plant and equipment the com 
mittee considered a budget estimate of $453,500,000. The bill inelud: 
$371,741,000 for this purpose which is a reduction of $81,759,000 in the budg 
estimate. In general, the committee has provided funds for the continuation of 
construction of projects in progress, vith some reductions, and it has deferr 

litiation of new construction where it believes such postponement will not hamper 
the preparedness program 


“During hearings on the bill the committee devoted considerable time at 


study to the practice of the Commission in the pavment of fees and overhead 
llow: s in connection with many of its operations, both in its operating and 
on programs. The committee is of the opinion that this is a subject 
Congress should give close study and it has determined that in t! 
it) ld hearings with a view to exploring the situation and mappil 


ll give it the information needed to act on this importa 


PROPOSED AMENDMENTS 


are proposed herein result mainly from 
shing separate appropriations for operatil 
and (h reducing by approximately | 


‘equired for the atomic energy program f 


ippropriations for the Atomic Knergv Commissi: 
Cominittee, is an entirely new development in the 

hnergegv program. Beeause of t he many proble rn 
industrial-tvpe operations carried 

to work out language amendine! 

problems which could be identified, in eooy 

lvet and the General Accounting Office. It 

however, ths th these amendments there will still rema 

yblems to | worker ut and that at least one result of this reviss 
ppropriation strueture will be an ‘in the accounting workload requiri: 

‘reased numbers of accounting personne! 

The report of the House Appropriations Committee on the bill contains t} 

lowing with respect to the separate appropriations: 

“Since its inception the Commission has operated with a lump-sum appropria 
tion for which it paid all expenses of administration, cost of operations, and co 
of construction. This appropriation procedure does not enable the Coneres 
and the Appropriations Committee to obtain a sufficiently clear picture of t! 
operations of the Commission to enable it to examine into and process budgt 
requests as effectively as would be the ease if appropriations for operating expe 
ses, including administration, and for construction, were provided in separat 
appropriation paragraphs. The committee has recommended, therefore, a1 
the bill contains, separate appropriation paragraphs for these two purposes.” 

The reason for the House committee’s action, as noted above, appears to 
ignore the fact that under the present method of budget presentation by thi 
Commission the costs and obligations for operating expenses and the costs and 
obligations for plant and equipment are set forth separatelv. The cost-based 
budget provides, we feel, the clearest picture of our fund requirements, since th 
amounts shown for each program are based on an accrued cost or use basis and 
not on arbitrary allocations of obligations and payments. 

Verv early in its operation of the atomic energy enterprise, the Commission 
with the approval of financial agencies of the Government, developed and put 
into effect an industrv-tvpe accounting svstem and a cost-performance budget to 
provide the financial information needed to finance and administer the program 
This tvpe of control and reporting is in line with the improvements provided for 
in the Budget and Accounting Procedures Act of 1950. 

The Commission would prefer the continuation of the single anpropriatiot 
for operating expenses and plant and equipment. If the Congress feels however 
that effective examination and processing of budget requests for the Commissiot 
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ean only be done under separate appropriations, the language amendments 
proposed herein, which were worked out with the General Accounting Office 
and the Bureau of the Budget, must be adopted. 

In addition to the establishment of two appropriations, the Commission is 
also concerned with the reduction in appropriations proposed by the House. 
This reduction is proposed at a time when a further expansion of production 
facilities for the atomic energy program is being discussed. The production to 
be obtained from present plant facilities and research and development aimed at 
increasing the output of these plants should have first attention. The budget 
estimates for 1953 were based on this concept. Reductions in funds in the 
order proposed by the House may make these goals impossible of attainment. 

The explanation of the various amendments proposed follows: 


{mendment (1). Transfer of authority for purchase of passenger motor vehicles and 
for purchase of aircraft from appropriation for “‘Operating expenses’ to appro- 
priation for “Plant and equipment” (P. 6, lines 3 through 6) 

[t is proposed that this language be deleted from the appropriation for “Operat- 
ing expenses”’ and transferred to the appropriation for ‘‘Plant and equipment”’ 
see amendment No. 8, p. 8, line 3) as all funds for the purchase of equipment 
including passenger motor vehicles and aircraft are included in the latter appro- 
priation. 

Amendment (2). Restoration of House reduction in limitation on the purchase of 


/ 


newspapers and periodicals from $4,000 to $8,000 (p. 6, line 9 

Since 1949, despite the fact that the level of the atomic energy program has 
doubled and the number of field offices has increased, the Commission has not 
requested an increase in the limitation of $8,000 for newspapers and periodicals. 

An adequate coverage of news releases in every form is essential in carrying out 
the Commission’s responsibility for security of information related to atomie 
energy in order to quickly detect possible security infractions. It would be im- 
possible to maintain an effective press coverage within the limits of the $4,000 as 
proposed by the House. 


tmendment (3). Restoration of House reduction in limitation on travel expenses 
from $2,230,500 to $3,345,927 (P. 6, line 10) 


The atomie energy program is primarily a production operation with plants 
ocated in all parts of the United States. This involves highly technical processes 
most of which are still in the stage of development andimprovement. The accom- 
plishment of the program therefore requires frequent travel on the part of manage- 
ment and technical personnel. In addition the shipment of ever increasing quan- 
tities of fissionable material and certain weapons components must be made under 
onditions which require travel of armed guards. A reduction in travel of one- 
third as proposed by the House would seriously, impede the carrying out of the 
program since the larger portion of travel is not the type of administrative travel 
referred to by the House committee in its report on the bill. 

For example, of the $3,345,927 requested for travel in the fiscal vear 1953, 
$1,380,000 is for travel required in guarding security shipments, in connection with 
the actual exploration for new sources of raw material, and with weapons tests. 

As the atomic-energy program expands and with the opening of additional 
plants and offices the amount required for travel increases. The amount. re- 
quested in the original estimate will be required in the fiscal vear 1953 for the 
effective execution and management of the atomic-energy program. 


Amendment (4). Restoration of House reduction of amounts available for program 
direction and administration personnel and elimination of the separate limita- 
tions on such pe rsonnel in the District of Columbia and extensions and outside 
the District of Columbia P. 6, lines 12 through 16 

The limitations on program direction and administration personnel proposed 
by the House is 15 percent less than the amount requested and would provide 
5998, 132 less than the amount available for the fiscal vear 1952. 

During the fiscal years 1952 and 1953 the Commission will be required to 
complete staffing of new offices related to the expansion program which was 
approved during the fiscal vear 1951. As the plants for which funds have been 
provided are completed additional personnel will be required to manage and direct 
The operations. 

During the fiscal vear 1952 personnel strength was on the increase as the pro- 
gram expanded. Funds provided by the Congress in the fiscal vear 1952 for 
program direction and administration personnel would provide for a year end 
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employment on June 30, 1952 of 4,900. The amount approved by the Hous 
would provide for fiscal vear 1953 end employment of 4,176 or a decrease of 72 
below the estimated 1952 vear end employment. 

The Commission feels that the increased staff of program direction and admi 
istration personnel requested are required to properly manage and administer 
increasing program for which it is responsible. 

The Commiss loes not believe there should be a limitation on person 

i ninistration of the atomic enerey program. H 
‘sssential, we strongly urge that it not be brok 
the Washington headquarters and the fie 
st agement control, the Commission regularly « 
amines al d decide \ re a ‘tions might best be performed For example, 


rl 
whether it would be advisable, 


are presently examining the raw-materials program in an effort to determi: 
for reasons of better control and effectiveness 


place headquarters for all continental exploration activities in Colorado. Su 
a decision would transfer pe ple from the headquarters rolls to the field stat] 
Similar situations will arise in fiscal vear 1953, as we deploy ovr allowed managi 
im needs It is therefor 
urged that the Commission be allowed to retain its ability to perform function 


ment forces to meet changing and expanding progr: 


in the best interest of economy of operations without reference to specifie ceiling 
for Washington versus field. 


Amendment >). Restoration of SUT], 195 000 of the House reduction of $92,413 


an the appropriation in ‘Overati g 0 pe NiS¢ “ied p. 0, line 1 i 


The estimate of $1,312,000,000 for the Atomie Energy Commission included 
$801,500,000 for operating expenses. The House in establishing two separat 
appropriations recommended an appropriation of $708,986,500 for “Operati: 
expenses,”’ a reduction of $92,513,500 in the request. 

The amendment proposed would effect a restoration of the reduction made b 
the House with the « xception of the $1,018,500 reduction applied to the item for 
“Other special materials.”’ 

The following table shows by program the amounts requested for restoratior 


Budget Allowed by Restorati 
estimate the House request 


ind fissionable n ] $341, 500,000 | $315, 900, 000 $25, 600, 000 $25, 600, 0 
Ons , 000, 000 208, 000, 000 2), 000, 000 20, 000 
or development 2, 400, 000 70, 000, 009 22, 400, 000 22, 400 
ical researc! 3, 100, 000 33, 100, 000 10, 000, 000 10, 009, ( 
y and medicine 24, 600, 000 93. 285, 500 1,314, 500 1,314 

munity operatio 2 800, O00 1, $00, 000 1, 000, 000 1, 000, 
' mand admini ior 5, 400, 000 30, 000, 000 5, 400, 000 5, 400 
800, 000 682, O85, SO 5, 714, 500 85, 714 


Stores inventories 3, 202, 000 202, 000 3, 000, 000 3, 000 
Special reactor material 5, 561, 000 > 780, 500 2. 780, 509 > 7S), 


Other special materials , 037, 000 1, O18, 500 1, 018, 500 


Working ¢ Apit i] 700, 000 700, 000 
Unliquidated obliga 29, 200, 000 29 200, 000 


Potal operatin bligation S01, 500, 000 708, 986, 500 


Comments on the effect of the specific reductions for each operating progra 
proposed by the House are set forth in the following paragraphs: 


(a) Source and fissionable materials program: 
Budget estimate ; $341, 500, OO 
Allowed by the House 315, 900, O00 


Decrease 25, 600, 009 
Restoration requested _- 25, 600, 00 


In connection with the reduction of $25,609,000 in this program, the repor 
of the House Appropriations Committee contains the following: 
While the reduetion of $25,609,009 in the estimate of $341,500,000 under th 
heading ‘Source and fissionable materials’ in the operating program would appea 
to be severe, the committee wishes to point out that this reduction has bee 
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plied to items other than those involving the acquisition of fissionable materials, 
other words, the committee has applied its reduction to such items as explora- 
work, the operation of facilities, processing, and development work, and 
perimental work in connection with the operation of producing plants.’ 
It should be noted that of the total amount of $341,500,000 requested fort} 
ree and fissionable materials program, $51,195,500 represented the amount 
ired for exploration for new sources of raw ore, and the process and develop- 
nt and experimental work in connection with the operation of plants producing 
mable materials. The House allowance amounts, therefore, to a 50-pereent 
ction in these activities 
the current fiseal vear these same activities are estimated to cost $47.2 


mn, the increase to $51,195,500 requested for 19538 representing approximately 


-percent inerease over the 1952 level of activity and being appiieable mainly 


ploration work It will be seen, therefore, that the House reduetion would 
ically cut back these activities from their current vear levels 
\ cut-back in the funds available for exploration work would be particularly 
{at this time because with the presently authorized expansion of facilities for 
production of fissionable materials, increased quantities of uranium ore must 
iwailable to feed the larger plant capacity and the exploration work undertaken 
ing the next few vears may mean the difference between meeting or not meet- 
the goals for ore availablity. 
fhe process and development work is aimed at obtaining maximum production 
m presently available and determining the designs to be used for plants presently 
thorized for construction and design criteria for new plants. 
These funds are more specifically required for the following: 
|) Process development for Savannah River is the source of design criteria for 
the construction program at that site. A reduction in this account would require 
rescheduling the entire Savannah River project 
2) Work on U-235 processes is required to bring the operation of the gaseous 
ffusion cascade complex to the most desirable equilibrium levels; 
3) Feed-materials process development is required to bring new plants to 
efficient operating levels; and 
1) The contemplated level of process development for Hanford proces 
iired to permit continued progress toward higher production levels 
5) Development of new or improved methods of recovering uranium from 
various sources. 


rhe Commission requests full restoration of the House reduction. 


Weapons program: 
Budget estimate $228, 000, 000 
Allowed by the House 208, 000, 000 


Decrease 20, 000, 000 
Restoration requested 20, 000, 000 


House report gives no indication of the reason for this reduction 

budget estimate for this program provided for an increase of approxi- 
$28 million over the level of operations for 1952 of $200.6 million. The 

over 1952 was based mainly on the increased availability of fissionable 
als whieh could be made into weapons essential to the national defense \ 
lment of this program would result in a decrease in scheduled deliveries of 
ipons to stockpile and a delay in the development and testing of new types of 
apons, with the resultant delay in dates on which these new weapons will be 
ailable in stockpile. Since the submission of the original budget estimates 
apon production schedules have been further increased, resulting in the need 
additional funds for 1953 over those previously estimated. This additional 
unt is being requested in a supplemental estimate shortly to be submitted to 


eC mMeTess,. 


Reactor development program: 
Budget estimate . 400, 000 
Allowed by the House 000 000 


Decrease 22, 400, 000 
Restoration requested 2 400, 000 


(he House report does not indicate the reason for this reduction 
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The budget estimate for this program provided for an increase of $27.2 million 
above the $65.2 miilion available in 1952. Of this increase about $11 million js 
in the subclassification of development for production reactors which show 
promise for the generation of substantial quantities of electrical energy, and pro- 
duction of fissionable material at significantly lower uni: cost. This elass of 
reactors will contribute in the short-range program to lowering the cost of supply- 
ing the military need for fissionable materials and in the longer-range program jo 
harnessing atomic energy for economically competitive civilian power. The 
$19.5 million total effort planned in 1953 for production reactors will permit the 
development of basic design data necessary to support detailed design and con- 
struction of experimental reactors to demonstrate the performance of new re- 
actor concepts for the production of fissionable material and power.  Infor- 
mation developed with these experimental reactors and in their supporting 
developmental programs will aid substantially in increasing the production and 
reducing the unit cost of product from existing reactors. It is requested that the 
full sum be restored in the appropriation. 

Another large portion of the increase is in the subclassification of development 
for naval vessels and military aircraft and is about $6,800,000. Specifically, it 
is principally for increased effort toward development of the first reactor for 
military aircraft being developed by the General Electric Co., at Lockland, Ohio, 
as part of a joint AENC-Air Force program. The total military reactor program 
of about $43.4 million accounts for 47 percent of the total reactor development 
program. Out of it will come the first reactors having a useful purpose other than 
production of fissionable material. It is a costly program because it is advancing 
the frontier of knowledge in reactor technology, but it serves two purposes, in- 
creasing the military potential of this Nation and providing advanced technolog 
for development of reactors for civilian uses. The aircraft reactor program 1s 
closely scheduled with the Department of Defense effort in providing aircraft to 
receive these experimental reactors. A reduction in the requested level of effort 
will delay the aircraft project approximately one full vear. 

The next large portion of the increase is about $7.5 million for expenses of 
operation of reactors and a chemical plant which were approved for development 
and construction in previous appropriations. This increase is partially offset by 
a reduction in the ecst of development of the materials testing reactor, which will 
be operated under this category for the first full year in 1953. This offset totals 
about $1.5 million, leaving a net increase of about $6 million. Curtailment of 
these operating funds would effectively nullify the years of experimental and 
development effort that preceded this stage. By not permitting full operation of 
these costly facilities we would fail to obtain timely confirmation of the funda- 
mental and basic data upon which they were designed and upon which the develo; 
ment of improved future reactors and chemical plants must largely depend. 

The fourth portion of the increase is for $3.5 million in general reactor develop 
ment which will increase the efficiency of existing reactors and in developing ar 
improving chemical processes vital to the recovery of fissionable material fro: 
irradiated metal. Considering the Government’s multimillion dollar investment 
in reactors and chemical plants this program totaling about $15.1 million in 1953 
is a necessary expense which in the long run will more than pay for itself in savings 
in operating expense and by forestalling obsolescence. 


(d) Physical research program: 
Budget estimate $43, 100, 000 
Allowed by the House 33, 100, 000 


Decrease 10, OOO, OOO 
testoration requested 10, 000, 000 


No reason for this reduction is given in the House report. The budget estimate 
for 1953 for this program provided for an inerease of $5.8 million over the $37.35 
million available for 1952. 

The House allowance of $33.1 million would require a cut-back of $4.2 millior 
in the annual level of operations under this program. The increase of $5.8 for 
1953 covers additional costs for operating new atomic research machines for whic! 
funds were provided in the fiscal years 1950 and 1951 and increased effort in the 
basic phvsieal sciences related to improving the Commission’s technical ability 
in the field of atomic energy. 

In addition to amounts provided for research in the Commission’s laboratories 
the estimate includes $15 million for research in university and other private 
laboratories. This support in addition to providing a source of information re- 
quired directly for the current atomic energy program, affords a means for devel- 
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oping fundamental knowledge in atomic energy throughout the entire scientific 
structure of the Nation and the development of a source of scientists and engineers 
qualified in this field which are essential to the maintenance of leadership by the 
United States. 

The reduction proposed by the House would foree a decrease in the research 
effort in the physical sciences which is essential to the scientifie strength of the 
program. It would also necessitate a decrease in the support given to university 
and other private laboratories and would reduce the entry of voung scientists 
into the field of atomic energy. 


(e) Biology and medicine research program: 


Budget estimate_ __ ; ’ 7 : $24, 600, 000 
°< 


; 1, 
Allowed by the House i 7 _ 23, 285, 500 


1, 500 
4, 500 

No indication is given in the House report of the reasons for this reduction. 
The estimate submitted, after allowing for the cost of operating the new Argonne 
Cancer Hospital and for increases in the general price level, reflects an actual 
reduction in the volume of research from that performed during the fiscal year 
1952 with the amount of $23,285,500 available. This reduction was to be ac- 
complished by a careful selection of projects to be supported in the fiscal vear 
1953. 

It is believed that the amount requested is required for the Commission to 
discharge its responsibility for the protection of workers in atomic piants, the 
development of measures to protect the civilian population of the Nation in 
event of atomic attack and for initial development of the use of atomic material 
in medicine, agriculture, and industry. 


Decrease - ‘ : 1,31 
Restoration requested } area oe : 1, 31 


f) Community program: 
Budget estimate _ - ; rndeeuae a Sep eee Oe 
Allowed by the House 3 , 800, 000 


Decrease inet eres ie fats — , 000, 000 
Restoration requested ct ae : ; Z, , 000, 000 


The House report does not indicate any reasons for this reduction. Since 
fiscal year 1949, through a program of increasing revenues and reducing costs, 
the Commission has reduced the net cost of its community operations from 
$14,507,018 to an estimated cost of $2,800,000 for the fiscal vear 1953 despite a 
continued growth in the total population of the three towns Managed by the 
Commission. 

It was indicated in our testimony before the House subcommittee that the 
total net cost of all AEC community operations will drop from $4,087,086 in 
fiscal year 1951 to an estimated $2,800,000 in fiscal vear 1953. It was pointed 
out that this estimated net reduction is despite the fact that at Richland and 
Los Alamos there will be a substantial increase in population and at all three 
AEC communities there will be an increase in the number of houses to be main- 
tained for occupancy. Net total population increase is estimated at 4,590 for 
all three communities and net additional houses for all three communities as 942 
Government-owned and operated houses and 500 title VIII units. 

We firmly believe that we have reduced housing maintenance to the minimum 
consistent with maintaining these units in good condition. Also, since the housing 
at Oak Ridge and Richland is under Federal rent control, any further reduction 
in maintenance could result in tenants’ petitioning for lower rents to offset the 
decrease in maintenance standards. 

For these two reasons we are of the opinion that the major portion of the 
$1,000,000 reduction for operations and maintenance would have to come from 
a reduction in municipal standards, i. e., schools, fire, police, ete. We cannot 
predict to what degree a reduction in the standards of municipal services of this 
magnitude would adversely affect the Commission’s ability to recruit and retain 
personnel necessary to operate the plants. 

(g), Program direction and administration: 


Budget estimate. —____-_- . $35, 400, 000 
Allowed by the House --_--- -- Rates anekd ‘ -cwae 60, 000, 000 


Decrease ___ - nics ge , 5, 400, 000 
Restoration requested - — — __- 5, 400, 000 


95711—52—-41 
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The Commission requests the restoration of the reduction of $5,400,000 recom- 
mended by the House. An analysis of the House allowance indicates a proposed 
reduction of 15 percent in personal services, 33 percent in travel, and 10 percent 
in other objects of cost. 

As indicated in the report, the proposed allowance by the House would provide 
$30,000,000 for this program in the fiscal year 1953. This amount would be a 
decrease of $1,366,974 under the amount included in the 1952 appropriation. 

The amount requested for program direction and administration for fiscal year 
1953 would provide an increase of approximately 13 percent over fiscal year 1952. 
This compares with a proposed over-all increase of 25 percent in the operating 
program in 1953, indicative that our program direction costs are increasing at a 
much lower rate than our operating costs. 

The estimate of the amount required for salaries in fiscal year 1953 in this 
program was $27.7 million. Our projection of the people we would have on our 
rolls at the end of this fiscal year required to meet our currently budgeted expansion 
program, would cost $26.5 million on an annual basis. Because of the importance 
of these funds to the leadership of the atomic-energy program, as discussed under 
specific personal services limitations, and because of the expansion currently 
authorized, it appears inconsistent with sound management and business practices 
to effect a personnel reduction or to prevent a normal increase at this time. 

The pro rata share of the recommended reduction in travel for program direction 
and administration is 33 percent. If the amount requested under other programs 
for security shipment guards, test travel and exploration is not restored, the 
amount of the travel reduction against this program will exceed 50 percent. In 
either event it is felt that the amount requested for travel is essential to the 
direction and inspection of contractor and field-office operations, the maintenance 
of security safeguards, and the auditing of accounting controls and that the 
amount requested of $1,965,904 should be allowed. 

The amounts requested for other objects of cost provide the necessary support- 
ing services for this program. The allowance of $5,711,410 requested for fiscal 
vear 1953 is essential to the effective administration of the program. 


(hk) Stores inventory: 
Budget estimate ‘ _. $3, 202, 000 
Allowed by the House : 202, 000 


, 000 
testoration requested _ - 3, 000, 000 


No reason for the reduction is given in the House report. The estimate sub- 
mitted would provide for an increase in the level of stores inventories only for 
new plants and for increased operating levels at old plants. The gross increase 
estimated to be required is $6.9 million (of which $5.4 million is for new plants), 
however an offset of $3.7 million was applied representing decreases in stock 
levels at existing facilities. 

The funds requested will provide stock levels at new plants which are not in 
excess of the following standards: 

(a) A 3-month supply of ordinary materials and supplies ordinarily obtainable 
from Government supply centers or commercial sources. 

(b) A 6-month supply of unusual items not readily obtainable from Govern- 
ment or commercia! sources. 

(ec) A 12-month supply of special items obtainable only from special manufac- 
turers to meet special requirements. 

It is believed that the amount requested is the minimum required to provide 
adequate inventories to support essential operations. 


Decrease : ; 3, 000 


(t) Special reactor materials: 
Budget estimat 7 Cae __ $5, 561, 000 
Allowed by the House_. A : 7 ee 2, 780, 500 


Decrease : =e é 500 
Restoration requested ~ Jo. “tee. eee 


Funds requested in the estimate are required to produce and stockpile certain 
special materials which are not available in normal commercial markets and 
which are required in the development and construction of new and improved 
production reactors and for the construction of reactors for propulsion of ships 
and aircraft. 

The economical production of these special items require that orders be placed 
for substantial quantities in advance of actual use. Decreases in the availability 
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of funds for such purposes will increase unit costs because of reduced volume, and 

the lack of materials will delay the development of new types of production and 

military reactors. 

(j) Special materials: 

, Budget estimate___......____-_- $2, 037, 000 
Allowed by the House 1 018 500 






Decrease _ — - a eg wh 1, 018, 500 
Restoration requested 0 


The Commission is not requesting restoration of this amount. New develop- 
ments have resulted in the possibility that one of the special materials for which 
funds were provided in the estimate will not be required in the quantities indicated 
in the estimate. 


Amendment (6). Exemption of the Atomic Energy Commission from the provisions of 
section 108 (ratio of persons engaged in personnel work of 1 to 135) and son 
tion 406 (Jensen amendment limiting the filling of vacancies). (P. 7, line 23.) 

A. Exemption from personnel ratio.—Section 108 would establish a limitation on 
employees engaged in personnel work of one such employee to 135 full-time, part- 
time, and intermittent emplovees of the Commission. 

In an inereasingly stringent market for manpower the Commission faces the 
difficult task of recruiting the highest qualified people availabie for an expanded 
atomic energy program and at the same time doing all of the allied personne] 
work under rigid security procedures. Under the personnel ratio limitation we are 
in the paradoxical situation of being unable to employ people to do any of the 
difficult personnel recruitment work until the recruit ment is actually ace> nplished. 
We are certain that under the limitation we will not be able to engage in positive 
recruitment to the extent which is necessary to effeetively and rapidly staff and 
maintain the essential organization. Sufficient personnel people are not permitted 
under the ratio to develop the most effective means for attracting needed special- 
ists, appraising and recording performance on the job, promoting employee sug- 
gestions, improving employee management skill and maintaining an even higher 
esprit de corps. 

The Atomie Energy Commission has a high percentage of one-of-a-kind jobs 
which constitute a far greater personnel workload than there would be with large 
groups of more routine identical jobs as found in many agencies. In addition, the 
widespread geographical dispersal of the small foree of Al’C employees increases 
the problems of administration and control. 

It is essential that the management of the atomic energy program be permitted 
the same opportunities for effective operation that other Government agencies 
possess. The Army, Navy, Air Force, Treasury Department, Post Office, and 
Defense Production Administration, among others, have not been restricted by 
such a proviso. In fact, Government agencies emploving 80 percent of all Gov- 
ernment employees have not been limited by the personnel ratio. This very bill 
specifically exempts the Tennessee Valley Authority from the restriction. 

The application of the ratio to the Atomic Energy Commission while exempt- 
ing numerous other agencies places the Commission at a severe disadvantage in 
improving and maintaining the effectiveness of its personnel management job. 

The past ratio restriction on AEC has already seriously hampered the Com- 
mission’s personnel program in Many respects, including the further training and 
development of AEC staff. While important work has been done in employ- 
ment, salary administration, and certain training programs, very significant phases 
of the AEC personnel management job have been and will be, under this restric- 
tion, virtually impossible of accomplishment. During the current national emer- 
gency when the Commission is engaged in establishing, organizing, and staffing 
new offices and facilities, the personnel ratio constitutes an even more serious 
obstruction to the effective development and administration of the Nation’s 
expanding atomic energy effort. 

In view of the personnel problems peculiar to the atomic energy program, the 
continued expansion of the program, and the fact that certain other vital defense 
agencies are not subject to this limitation, the Commission requests that it be 
exempted from the provisions of section 108. 

B. Exemption from the Jensen amendment.—In order to calculate the effect of 
the Jensen amendment on the Commission’s program, it is first necessary to con- 
sider the effect of fund reductions made by the House. In passing the 1953 
appropriation bill the House effected a reduction in funds that would permit us to 
maintain during the fiscal vear 1953 an average employment of only 6,381 persons 
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in comparison with the request for an average employment of 7,140 persons. 
Since we anticipate that our personnel strength at the end of the current fiscal 
vear will be approximately 6,900 persons, it would be necessary for the Commission 
to institute in July and August a reduction in force which would bring our em- 
ployment down to a figure of approximately 6,300 persons. 

Following the reduction in force necessary to meet the personnel fund limita- 
tions, it would then be necessary for the Commission to consider what action it 
would take under the Jensen amendment. One possibility would be for the 
Commission to fulfill the requirement of the Jensen amendment by replacing 
additional losses resulting from normal turn-over up to a limit of one employee 
for every four vacancies occurring after July 1, 1952. It is our present view, 
however, that this course of action would probably be administratively unwork- 
able, particularly in view of the number of offices maintained by the Commission 
and of the Commission’s decentralized method of operation. Furthermore, this 
course of action would appear entirely unsound from the point of view of efficient 
program administration, since vacancies would presumably occur unevenly 
throughout the Commission and would cause major dislocations between offices 
and between activities in any particular office. Consequently, it would probably 
be necessary, in order to achieve necessary flexibility in the employment and 
assignment of personnel, for the Commission to institute a further reduction in 
force which would bring its total employment down to the ‘ceiling’? under which 
the Jensen amendment would be no longer applicable. This ceiling is defined by 
the Jensen amendment to be 90 percent of the ‘‘total number” allowed in our 
appropriation act. Assuming, for purposes of this analysis that a 10 percent 
reduction would be required in the man-years which could be financed under our 
appropriation, it would be necessary for the Commission to further reduce its 
personnel down to a figure of 5,649 employees. 

‘The estimates for the Commission for the fiscal vear 1953 contemplate a total of 
7,505 positions and a total of 7,140 man-years. A reduction of our personnel 
force to 5,649 could not, in our opinion, be effected without seriously jeopardizing 
the atomic energy program. 

It is requested, therefore, that the Commission continue to be exempted from 
the provisions of section 406 as it has been during the fiscal vear 1952. 


Amendment (7). Insertion of provision for the purchase of plant in addition to 
construction (p. 7, line 25) 
This amendment is proposed to clarify the language proposed by the House to 
insure availability of the appropriation for the purchase as well as the construction 
of plants. 


Amendment (8). Insertion of provisions for purchase of aircraft and passenger motor 
vehicles with restoration of House reduction in limitation on number of passenger 
motor vehicles to be purchased (p. 8, line 3) 

It is proposed that language deleted from the operating expense appropriation 
related to the purchase of aircraft and motor vehicles be inserted under the plant 
and equipment appropriation since funds for such purposes are included under the 
latter appropriation. 

It is requested also that the limitation on the purchase of passenger motor 
vehicles be restored to the number requested in the estimate, 450 vehicles of which 
327 would be for replacement. 

The estimate would provide for the replacement of 327 vehicles out of a total 
fleet of 2,550 as of June 30, 1952. On an average basis this would require the use 
of a vehicle for almost 8 years before trade-in. Government-wide standards 
require that an automobile be driven at least 60,000 miles or 6 years before it can 
be considered for replacement. In AEC many automobiles are driven in excess 
of 120,000 miles before being replaced and are not replaced until they have 
reached an age or condition which renders further use uneconomical. 

The new vehicle additions were requested for new operating plants. Of the 
total of 123 new vehicles requested, 106 will be required at the large Savannah 
River plant, which covers 202,000 acres, or about 315 square miles, with plant 
sites being located several miles apart. In fiscal year 1953, construction forces 
will be at full strength and partial operations will begin at the Savannah River 
plant. 
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Amendment (9). Restoration of House reduction in appropriation for “Plant and 
equipment” (p. 8, line 4) 

The report of the House Appropriations Committee contains the following 
with respect to the plant portion of the budget estimates: 

“Tn connection with the request for funds for plant and equipment the commit- 
tee considered a budget estimate of $453,500,000. The bill includes $371,741,000 
for the purpose, which is a reduction of $81,759,000 in the budget estimate. In 
general, the committee has provided funds for the continuation of construction 
of projects in progress, with some reductions, and it has deferred initiation of new 
construction where it believes such postponement will not hamper the preparedness 
program.” 

The Commission has again carefully reviewed the various projects in the plant 
and equipment budget and believes that the amount of the estimate is required if 
the Commission is to meet the scheduled production goals and an effective 
program of research and development. The following table shows reductions 
made by the House and the requested restorations: 


Budget esti- | Allowed by Decrease Restoration 
mate the House o—— requested 


Plant and equipment: 
Source and fissionable materials facili- 
ties $311, 400, 000 $300, 826, 000 $10, 574, 000 
(b) Weapons facilities 55, 000, 000 27, 500, 000 27, 500, 000 
Reactor development facilities 44, 100, 000 20, 400, 000 23. 700, 000 7 
(d) Physical research facilitie 5, 985, 000 1, 000, 000 4,985, 000 985, 000 
(¢ Biology ind medicine facilities 515, 000 515, 000 
(/) Community facilities 5, 500, 000 | 1, 500, 000 4,000, 000 4, Ooo 
(vy) Equipment not ineluded in construc- 
tion projects 31, 000, 000 20, 000, 000 11, 000, 000 1. 000, 000 
Total plant and equipment obliga- | 
tions 453, 500, 000 371, 741, 000 81, 759, 
| 


Comments on each of the plant and equipment items follows: 


(a) Source and fissionable materials facilities: 
Budget estimate $311, 400, 000 
Allowed by the House : 300, 826, 000 


Decrease aoe , 000 
testoration requested __- , 000 


The major item included in the budget estimate is $284,240,000 for construe- 
tion of the Savannah River plant. This amount was previously deferred by the 
Congress from the Second Supplemental Appropriation Act, 1952. During the 
House debate on the 1953 appropriation bill, the chairman of the Independent 
Offices Appropriations Subcommittee indicated that it was not the intent of the 
committee to apply any of the reduction to the amount requested for the Savannah 
River construction. It appears, therefore, that it was the intent of the committee 
that the reduction of $10,574,000 be applied only to the balance of $27,160,000 
covering other projects. This represents a 39.1-percent reduction in the request 
for these other projects. 

Included in the $27,160,000 is $10,763,000 to complete construction of projects 
which were authorized by fiscal-vear-1952 appropriations. Based on present 
production schedules and current price and wage levels, all of these funds will 
be required in fiscal vear 1953 to complete these facilities. Also included is 
$8,200,000 for additional facilities at- Hanford directly related to the increased 
production of fissionable materials at that location. The major portion of these 
funds provides for the expansion and modification of processing facilities and 
storage facilities for handling the radioactive residues of the plutonium produc- 
tion process 

The balance of $8,197,000 is required for improvements and alterations to exist- 
ing facilities and construction of new facilities for the major production areas, 
These items, in large part, are the direct outgrowth of the process improvement 
and development work carried on by the Commission and will result in (1) lower 


unit costs, (2) greater productive capacity, or (3) safer working conditions for 
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operating personnel, while others will be designed primarily to reduce maintenance 
costs. 


(b) Weapons facilities: 


POURMG RULERENIRAID 2S hee ne), Oe $55, 000, 000 
ewe ay wee sree. oo esa oe Soe 27, 500, 000 
SDS ere ete rt ee eee vents. A Se po 27, 500, 00 ) 


i Wid seein he WE ice hh tein ak Seta 27, 500, 000 


The estimate of $55,000,000 would provide $41,600,000 for the completion of 
facilities authorized in previous fiscal years (for which funds were appropriated 
only in part) and $13,400,000 for additions and improvements to weapons manu- 
facturing, development and testing facilities. 

Included in the $41,600,000 is $38,300,000 to complete the construction of 
presently authorized weapons-storage facilities. This construction should not 
be deferred or delayed, as it is closely related to the production of weapons. The 
balance of the $41,600,000 or $3,300,000 is to complete eight urgently required 
weapons facilities now under construction and which are scheduled for completion 
early in the fiscal year 1953. 

The $13,400,000 for additions and improvements covers 13 projects related 
srimarily to the expansion of weapons research, development and testing facilities. 

“he deferral of any major portion of this construction would result in delays in the 
development of new and more efficient atomic weapons. 


{c) Reactor development facilities: 


RN ENON ng ie ee ec nce enanlane ._..... $44, 100, 000 
PANIC ROS A EON i a cans inine ete wate 20, 400, 000 
Decrease ______-- Re a oe a ie eels a lee iia Sgt eI 23, 700, 000 


Pes Se ccnecewaccecene 98, 700,000 


The House report indicates that the general basis for the decrease was to 
curtail new construction. 

Of the 1953 budget estimate, about $38.9 million is for construction of experi- 
mental and prototype reactors and pilot plants required to confirm the fundamen- 
tal and basic data being developed by our Jaboratories and contractors. Such 
confirmation is without question essential background for the development of 
improved future reactors and chemical plants. It is necessary, in order to accom- 
plish the stated national objective of obtaining the maximum contribution to the 
national defense from atomic energy, to lower the cost of supplying the military 
need for fissionable material, and to harness atomic energy for economically 
competitive civilian power. Delay in obtaining such confirmation will postpone 
the launching of the first nuclear-powered submarine, the flight of the first nuclear- 
powered aircraft, and start-up of the first reactor designed to produce a substantial 
quantity of electrical energy while simultaneously producing fissionable material 
at a lower unit cost. It will also delay the introduction of new developments in 
chemical plants which are designed to reduce annual operating costs by recovery 
of valuable materials now wasted. Delay will also entail additional costs by 
development contractors, who will have to hold their scientific and engineering 
teams together for an additional period of time. Of the $38.9 million, $12.8 
million is for completion of the “Submarine thermal” and ‘Submarine intermediate 
reactor” projects; $10.8 million is to begin construction of facilities in which to 
test the first experimental aircraft reactors under a joint AEC-Air Force program 
and schedule; $13.9 million is to begin construction of two pilot-production 
reactors of basically different concepts designed to lower unit costs, and ‘two pilot 
plants and a fuel-fabrication plant in support of the production-reactor program; 
$1.1 million is to pilct two chemical processes designed to lower operating costs; 
and $0.3 million is for operating changes to the “Materials testing reactor.”’ 

Of the balance of the estimate, $2.4 million is required to complete the basic 
chemical processing plant at the reactor testing station. Irradiated material is 
already accumulating for processing in this plant, which is behind schedule. 
Further delay will entail construction of shielded storage facilities for this material; 
$1 million is required to continue restoration of leased premises pursuant to use 
agreements; $1 million is required for general plant modifications resulting from 
operating requirements at four laboratories; and $0.8 million is to alter or provide 
development facilities for a new engineering contractor to be engaged yet this 
year on a new production reactor concept. 
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(d) Physical research facilities: 
Budget estimate_____- a: .... $5, 985, 000 
Allowed by the House_ - : ata eonere cE 


Deorease........-- : : : _ 4,985, 000 
Restoration requested jones rere EZ _ 4,985, 000 


The estimate of $5,985,000 includes $3,500,000 to complete financing of projects 
for which funds were provided in the fiscal year 1952 and prior years and $2,485,000 
for modifications and improvements at existing laboratories. 

The $3,500,000 includes $2,700,000 additional for the construction of a research 
reactor at the Oak Ridge National Laboratory. This machine is required for 
experiments which are vital to the solution of special problems related to the 
reactor-development program. 

The $2,485,000 covers various modifications to the laboratories at Oak Ridge, 
Berkeley, and Brookhaven including such items as additional facilities for the 
production of isotopes, tanks for storage of contaminated material, etc. 

If the reduction proposed by the House is not restored it would not be possible 
to construct the research reactor at Oak Ridge, and other projects which are 
deemed essential to the effective operation of the laboratories would have to be 
deferred. 

(e) Community facilities: 
Budget estimate _ _ _ - ii $5, 500, 000 
Allowed by House_-_- , ; as y bok 1, 500, 000 


Decrease - ; +, 000, 000 
Restoration requested___- : 4, 000, 000 


The House has recommended a reduction in estimated capital costs for the 
three AEC communities from $5,500,000 to $1,500,000. 

The estimate of $5,500,000 includes $3,200,000 for rehabilitation of prefabricated 
houses and replacement of two water-storage tanks at Oak Ridge, additional school 
facilities at Richland and residential storage facilities and additional school 
facilities at Los Alamos. The rehabilitation of 250 prefabricated dwellings which 
were constructed at Oak Ridge during the war is essential to continue the program 
of replacing temporary, costly-to-maintain houses with permanent houses. 
Rehabilitation of these units would still leave Oak Ridge with fewer permanent 
units than required under the housing policy of supplying only that amount of 
housing which is required to supplement that available in the surrounding com- 
muting area. 

The estimate also includes $650,000 for such items as fencing around the well 
house and irrigation pump house at Richland, providing badly needed rehabilita- 
tion work at the Oak Ridge Hospital in lieu of constructing a new hospital, ete. 
It. is significant to note that one drowning has already occurred in the irrigation 
ditch at Richland, and that the Oak Ridge Hospital was constructed during 
wartime conditions for temporary wartime use with such substitute materials as 
were then available. 

The remaining $1,650,000 of the estimate is for normal miscellaneous community 
work such as replacement of utility poles that have rotted which represent both 
a potential danger to inhabitants and property and an added cost if they fall 
down, or providing extension of main utility lines to new community facilities 
such as new churches and commercial facilities. 

The proposed reduction of $4,000,000 in community construction for fiscal vear 
1953 would eliminate all of the items included in the $3,200,000 and the $650,000 
categories indicated above. This will result in a shortage of housing at Oak 
Ridge and the provision of substandard, inadequate, and unsafe housing and 
community facilities with commensurately excessive costs for maintenance, and 
could result in a direct adverse effect on the ability of the AEC to recruit and 
retain its personnel. 

The $1,500,000 recommended by the subcommittee would not even cover the 
normal day-to-day miscellaneous work estimated at approximately $1,650,000 
which is required to maintain existing community facilities in adequate repair 
and to provide for normal community growth. The estimates for this work are 
based on actual cost experience of previous years. 
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Equipment not included in construction projects: 
Budget estimate ‘ oe mimo aiwhaa bibs Say ee 
Allowed by the House 4 act _... 20, 000, 000 
Decrease __-- cnet . 11, 000, 000 
Restoration requested 11, 000, 000 


Eighty-five percent of the budget estimate is required for laboratory, process, 
and shop equipment, which are most vital to the continuance and efficiency of 
AEC research, development, and production operations. 

Approximately one-half of the funds requested for the three above-mentioned 
classes of equipment is required in connection with the design, development, pro- 
duction, and testing of weapons. Much of this equipment is extremely compli- 
eated and expensive, and must be specially designed and specially fabricated. 

Any sizable reduction in the request may seriously impair the Commission’s 
ability to accomplish the above-mentioned programs. 

It is requested that the reduction by the House be restored in full. 


Amendment (10). Insertion of provisior for tran sf rand me rger u ith this appropria- 
tion of portion of prior-year unexrpended balance included under the appropria- 


” 


tion for “Ope rating expenses (p. 8, line 


’ 


Under the language proposed by the House, unexpended balances of prior-year 
appropriations for plant and equipment would be merged with the 1953 appropria- 
tion for operating expenses. It is necessary from an accounting, audit, and ad- 
ministrative standpoint that all funds for plant and equipment be consolidated 
and accounted for under one head. 
it is also proposed that the appropriation, together with amounts transferred 
for plant and equipment, be made available until expended. This is generally 
standard practice where construction is involved. 

The proposed amendment was developed with the assistance of the staff of the 
Bureau of the Budget and the General Accounting Office. Letters from the 
Comptroller General and the Director of the Bureau of the Budget, attached as 
appendixes b, C, and D indicate approval! of this provision 


Amendments (11) to (14). Amendments to limitation on use of funds for construction 
(p. 8, lines 6, 9, and 11) 

The House bill eliminates the provisions relating to construction projects which 
have been contained in the Commission’s appropriation for the last three fiscal 
years and substitutes therefor a proviso which would prohibit the start of any 
construction project not included in the budget or the currently estimated cost 
of which exceeds by 35 percent the budget estimate. The new proviso is applicable 
to all construction projects regardless of how small the item, and would eliminate 
the provisions under our present appropriation which permit the initiation of 
unforeseen construction projects of an urgent nature with the approval of the 
Director of the Bureau of the Budget if funds are available to the Commission. 

The Commission is requesting restoration of the provision contained in our 
present appropriation act which permits the Commission to initiate construction 
of urgent technical and production facilities not included in the budget where the 
Commission certified to the Director of the Bureau of the Budget that immediate 
construction of such projects is necessary to the national defense and security 
and the Director agrees that such certification is justified. The Commission 
believes that it is essential that some such provision be contained in our appro- 
priation language if serious delays to the program are to be avoided, particularly 
at times when the Congress is not in session. The certification procedure is 
applicable only to technical and production facilities and would not permit, as 
do the construction provisions in our present appropriation, initiation of other 
types of construction projects for which estimates were not included in the budget. 

The changes proposed by the Commission would also permit the Commission 
to initiate unbudgeted construction projects estimated to cost not more than 
$250,000 within the limits of funds made available to the Commission for con- 
struction work. The corresponding figure in the construction previsions of our 
present appropriation act is $500,000. 

We are also requesting clarifying language excepting architect-engineer work 
from the prohibition of the construction proviso. The ability to begin architect- 
engineer work on projects not included in the budget will save valuable time and 
will enable the Commission to develop more firm cost estimates in respect to 
proposed construction projects. Under the construction provisions of our present 
appropriation, the Commission has not construed architect-engineer work to 
constitute the start of construction. 
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Amendment (15). Insertion of exception to audit by the General Accounting Office 
of contracts with foreign governments or agencies thereof (p. 8, line 18) 

This amendment is requested because the requirements of this paragraph 
might otherwise be a serious handicap to the Commission’s program for the pro- 
curement of uranium from all available sources. A major portion of this uranium 
will come from arrangements with foreign governments and producers. 


Amendment (16). Insertion of provisos providing for the use of any appropriation 
available to the Atomic Energy Commisstion to initially finance the procurement 
of materials, services, or other costs and limiting transfers between the appro- 
priations (p. 9, line 4) 

A. Availability of any appropriation to initially finance the procurement of 
materials, services, or other costs —lf separate appropriations are established for 
operating expenses and plant and equipment, this language is required to enable 
the Commission to continue cost performance budgeting and to account for the 
ultimate use or application of appropriated funds under its industrial-type account- 
ingsystem. The reasons therefor are set forth in more detail under the ‘‘Explana- 
tion of proposed amendments.” (See pp. 8, 9, and 10 of this appeal.) 

The language proposed has been developed with the cooperation of the staff of 
the General Accounting Office and the Bureau of the Budget. The approvals of 
the Comptroller General and the Director of the Bureau of the Budget are indicated 
in the letters attached as appendixes B, C, and D, 

B. Transfers between appropriations ——If two separate appropriations are 
established it is essential at least initially to provide some flexibility in the use of 
funds. ‘There are many problems connected with the determination as to whether 
a given expenditure is properly chargeable as an operating expense or should be 
capitalized as plant and equipment. 

In an industrial operation which is still in the stage of development and in 
which there are new processes and techniques constantly being developed, it is 
most difficult to estimate in advance just how a given program or objective will 
be carried out. For example, the Commission is constantly working on new 
metals which may result in more effective reactors or in reducing the cost of 
producing fissionable materials. It cannot be determined in advance of the 
development of such a metal and the process required to produce it whether or 
not it will be possible to interest private capital to produce it in tl 
on a unit price basis or whether it will be necessary for the Commission to construct 
a new plant for its production. 

It is requested iaealons that provision be made for the transfer of not to 
exceed 5 percent of the smaller appropriation in order that the Commission may 
be in a position to choose the most efficient method of carrying out its program. 
\s indicated in the letter attached as appendix C, the Director of the Bureau of 
the Budget has no objection to this provision. 


1eir own plants 


APPENDIX A 


REVISED APPROPRIATION LANGUAGE SHOWING THE LANGUAGE AS PASSED 
THE House TocrtHerR Wirth PROPOSED AMENDMENTS THERETO 


Notre.—Brackets indicate deletion and italies indicate additions 
ATOMIC ENERGY COMMISSION 


Operating expenses: For necessary operating expenses of the Commission in 
carrying out the purposes of the Atomie Energy Act of 1946, including the employ- 
ment of aliens; services authorized by Section 15 of the Act of August 2, 1946 
5 U.S. C. 55a); [purchase of not to exceed two hundred and phage lech pas- 
senger motor vehicles, of which one hundred and sixty-five shall be for replacement 
only; purchase,] maintenance, and operation of aircraft; publication and dis- 
semination of atomic information; purchase, repair, and cleaning of uniforms 
purchase of newspapers and periodicals (not to exceed [$4,000] $8,000) ; official 
entertainment expenses (not to exceed $5,000); not to exceed $2,230,500] 

3,345,927 for expenses of travel; reimbursement of the General Services Admin- 
istration for security guard services; ee an to exeeed pene for program 
direction and administration personnel in the District of Columbia and extensions; 
and not to exceed $16,273,475 for program et ‘ection and administration personne ] 
outside the ee of Columbia] $27,722,686 for program direction and admin- 
stration pe sonnel: ; [$708,986,500] SSO0,481, 500, together with the Sea 


balances, as of June 30, 1952, of prior year appropriations to the Atomic Energy 
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Commission, and such balances shall be available for the payment of obligations 
incurred by the Commission in connection with the construction of plants and the 
acquisition and installation of equipment: Provided, That of such amounts 
$100,000 may be expended for objects of a confidential nature and in any such case 
the certificate of the Commission as to the amount of the expenditure and that it 
is deemed inadvisable to specify the nature thereof shall be deemed a sufficient 
voucher for the sum therein expressed to have been expended: Provided further, 
That from this appropriation transfers of sums may be made to other agencies of 
the Government for the performance of the work for which this appropriation is 
made, and in such cases the sums so transferred may be merged with the appro- 
priation to which transferred: Provided further, That no part of this appropriation 
shall be used to pay the salary of any officer or employee (except such officers and 
employees whose compensation is fixed by law, and scientific and technical 
personnel) whose position would be subject to the Classification Act of 1949, as 
amended, if such Act were applicable to such position, at a rate in excess of the 
rate payable under such Act for positions of equivalent difficulty or responsibility: 
Provided further, That no part of this appropriation shall be used in connection 
with the payment of a fixed fee to any contractor or firm of contractors engaged 
under a cost-plus-a-fixed-fee contract or contracts at any installation of the Com- 
mission, where that fee for community management is at a rate in excess of 
$90,000 per annum, or for the operation of a transportation system where that fee 
is at a rate in excess of $45,000 per annum: Provided further, That sections 108 and 
406 of this Act shall not apply to appropriations of the Atomic Energy Commission. 

Plant and equipment: For expenses of the Commission in connection with the 
purchase and construction of plant and the acquisition of equipment and other 
expenses incidental thereto necessary in carrying out the purposes of the Atomic 
Ienergy Act of 1946, including purchase of land and interests in land; purchase 
of aircraft; and purchase of not to exceed four hundred and fifty passenger motor 
vehicles of which three hundred and twenty-seven shall be for replacement only; 
($371,741,000] $453,500,000: Provided, That there shall be transferred to and 
merged with this appropriation that portion of the unexpended balances of prior year 
appropriations included under the appropriation for Operating Expenses which is 
applicable to Plant and Equipment, and amounts so transferred together with the 
foregoing appropriation shall remain available until expended; Provided further, 
That no part of this appropriation shall be used— 

(A) to start, except for architect-engineer work, any new construction project 
estimated to cost in excess of $250,000 for which an estimate was not included 
in the budget for the current fiscal year; 

(B) to start, except for architect-engineer work, any new construction project 
the currently estimated cost of which exceeds by thirty-five per centum the 
estimated cost included therefor in such budget[[.]; Provided further, That 
the foregoing proviso shall have no application with respect to technical and 
production facilities (1) if the Commission certifies to the Director of the Bureau 
of the Budget that immediate construction is necessary to the national defense 
and security, and (2) if the Director agrees that such certification is justified. 

Liquidation of contract authority: For expenditure by the Commission to 
liquidate obligations incurred under prior year contract authority, $57,000,000. 

No part of the appropriations herein made to the Atomic Energy Commission 
shall be available for payments under any contract hereafter negotiated without 
advertising by the Commission, except contracts with any foreign government or 
any agency thereof and contracts for source material with foreign producers, unless 
such contract includes a clause to the effect that the Comptroller General of the 
United States or any of his duly authorized representatives shall until the expira- 
tion of three years after final payment have access to and the right to examine 
any directly pertinent books, documents, papers, and records of the contractor 
or any of his subcontractors engaged in the performance of and involving trans- 
actions related to such contracts or subcontracts: Provided, That no part of such 
appropriations shall be available for payments under any such contract which 
includes any provision precluding an audit by the General Accounting Office of 
any transaction under such contract. 

Any appropriation available to the Atomic Energy Commission may initially be 
used to finance the procurement of materials, services, or other costs related to work or 
activities for which funds have been provided in any other appropriation available to 
the Commission: Provided, That appropriate transfers or adjustments between such 
appropriations shall subsequently be made for such costs on the basis of actual appli- 
cation determined in accordance with generally accepted accounting principles. 
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Not to exceed 5 per centum of any appropriation under this head may be transferred 
to any other such appropriation but no such appropriation shall be increased by more 
than 5 per centum by any such transfers. 

Reduction in contract authority: Contract authority available to the Commis- 
sion is hereby reduced by $635,623. 


APPENDIX B 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, April 3, 1952. 
The CHAIRMAN, Aromic ENERGY COMMISSION. 

My Dear Mr. CuatrMan: My attention has been called to three of the amend- 
ments which you propose to request the Senate to add to your appropriations for 
the fiscal year 1953 as they appear in H. R. 7072, approved by the House of 
Representatives on March 21, 1952. 

Heretofore the Commission has operated with a single appropriation available 
for all expenses. Under the provisions of H. R. 7072 three appropriations are 
provided, viz, ‘Operating expenses,” “Plant and equipment,” and ‘Liquidation 
of contract authority.” 

The first amendment you propose transfers the authority for purchase of air- 
craft and passenger motor vehicles from the appropriation for operating expenses 
to the appropriation for plant and equipment. Since the funds for purchase of 
equipment generally are under the latter appropriation it follows that the au- 
thority to purchase aircraft and passenger motor vehicles should also be under 
this appropriation rather than under operating expenses. 

The second amendment is as follows: * * * ‘Provided, That there shall be 
transferred to and merged with this appropriation that portion of the unexpended 
balances of prior-year appropriations included under the appropriation for operat- 
ing expenses which are applicable to plant and equipment, and amounts so trans- 
ferred together with the foregoing appropriation shall remain available until 
expended;”’ * * *. Under the present provisions of H. R. 7072 the appro- 
priation for operating expenses brings forward all prior-year unexpended balances 
and makes such unexpended balances available for both operating expenses and 
plant and equipment. The proposed amendment transfers out of the appropria- 
tion for operating expenses that portion of the unexpended balances applicable 
to plant and equipment and merges it with the new appropriation for plant and 
equipment. This is desirable from the standpoint of accounting, audit and ad- 
ministrative operations since all funds for the same purposes would thereby be 
consolidated under the one appropriation head. The amendment further makes 
funds under the appropriation for plant and equipment available until expended. 
This is more or less standard practice where construction is involved and is de- 
sirable since the contracts usually are completed over a period of several years; 

The third amendment provides as follows: ‘‘Any appropriation available to 
the Atomic Energy Commission may initially be used to finance the procurement 
of materials, services, or other costs related to work or activities for which funds 
have been provided in any other appropriation available to the Commission: 
Provided, That appropriate transfers or adjustments between such appropria- 
tions shall subsequently be made for such costs on the basis of actual application 
determined in accordance with generally accepted accounting principles.” Under 
present Commission contracting practices, contracts are let to the same con- 
tractor for both construction and operations. Supplies and materials purchased 
by the Commission are also furnished the contractor. Inventories such as cement, 
gravel, gasoline, etc., are purchased to be used for both construction and opera- 
tions. The purpose of the amendment is to allow either of the two appropriations, 
for operating expenses or for plant and equipment, to finance the initial purchases 
and advances of cash to the contractor and subsequently on the basis of actual 
use charge the proper appropriation. 

I feel that this amendment is required in order that there be an adequate dis- 
closure of the actual use of the funds. In the absence of such an amendment I 
am deeply concerned about the possibility of charges to appropriations being 
arbitrarily determined at the time purchases are made or contracts are awarded 
without subsequent adjustments on the basis of actual use, being made. Further, 
the audit problems, both on the part of your own auditors and the General 
\ccounting Office auditors, would be practically insurmountable in determining 
the appropriation properly chargeable. The best that I could expect my auditors 
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to do would be to determine that the appropriation charged is available for the 
type of expenditures involved and that the appropriation so charged has not been 
exceeded, since there are sO many common-use items properly for charging to 
either appropriation. 

Accordingly, I strongly favor the adoption of the three.amendments herein 
discussed if the appropriations for the Commission are to be divided between 
operating expenses and plant and equipment. 

J am transmitting a copy of this letter to the respective chairmen of the Inde- 
pendent Offices Subcommittees of the House and Senate Appropriations Com- 
mittees. 

Sincerely yours, 
FrAaNK L. YATEs, 
Acting Comptroller General of the United States. 


APPENDIX C 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., April 14, 1952. 
Hon. Gorpon Dean, 
Chairman, United States Atomic Energy Commission, 
Washington, D.C. 

My Dear Mr. Dean: This letter is in reply to Mr. Boyer’s letter of April 2, 
1952, requesting our approval of certain proposed improvements in the new 
appropriation structure for the Commission passed by the House of Representatives. 

With respect to the paragraph on page 4 of the proposed language, relating to 
the initial use of any one of your appropriations for the purposes of another, I am 
writing to you separately as of this same date. 

Apart from minor editorial changes which have been discussed with your 
staff, no objection is made to the other proposals. However, we regard the 
5-pereent transferability provision as a temporary device which should no longer 
be necessary after the revised appropriation structure has been in operation 
fora period. 

While no objection is made to the proviso which would restore to the Com- 
mission and to the Director of the Bureau of the Budget the authority to initiate 
unbudgeted construction projects necessary to the national defense and security, 
it is my belief that, if enacted, this provision should be utilized by the Commission 
only in eases of the highest urgency, and we would expect to use the same criteria 
in agreeing to the Commission’s certifications. 

Sincerely yours, 
EvMerR B. Staats, Acting Director. 


APPENDIX ITD 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THR BUDGET, 
Washington, D. C., April 14, 1952. 
Hon. Gorpon DEAN, 
Chairman, United States Atomic Energy Commission, 
Washington, D. C. 

My Dear Mr. Dean: This letter is in further reply to Mr. Boyer’s letter of 
April 2, 1952, in which you request our specific approval of a proposed paragraph 
for addition to the Commission’s revised appropriation language as passed by the 
House of Representatives. This paragraph is as follows: 

“Any appropriation available to the Atomic Energy Commission may initially 
be used to finance the procurement of materials, services, or other costs related 
to work or activities for which funds have been provided in any other appropria- 
tion available to the Commission: Provided, That appropriate transfers or adjust- 
ments between such appropriations shall subsequently be made for such costs 
on the basis of actual application determined in accordance with generally ac- 
cepted accounting principles.” 

Our review of the situation created by the establishment of two separate 
appropriations for the Commission (plus an appropriaiton for the liquidation of 
contract authority) indicates that the paragraph cited above is highly desirable 
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to permit appropriate charges to the separate appropriations on an actual use 
basis, thus enabling the Commission to continue in effect the procedures and 
practices for accounting and fiscal control which have been established in the 
recent past. It is our belief that this provision will have little, if any, effect upon 
our apportionment procedures. 
Sincerely yours, 
Eimer B, Staats, Acting Director. 


Unirep States Atomic ENERGY Commission, 
Washington 25, D. C., March 18, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, United States Senate. 

Dear Senator MaysBank: Attached is a copy of a letter which the Commis- 
sion has transmitted to the chairman of the Joint Committee on Atomic Energy 
relative to the provisions of the independent offices appropriation bill for the 
fiscal year 1953 as reported out on March 14, 1952. This letter is in response to 
informal inquiries addressed to the Commission as to the effect of the provisions 
of the bill on the Commission’s program. 

As noted in the letter, our comments are necessarily of a preliminary nature. 
We are preparing further analyses of the provisions, which would be the basis 
for transmitting a request for amendments to the bill to the Senate Appropria- 
tions Committee. Copies of these will be transmitted to you as soon as available, 

Sincerely yours, 
H, D. Smyru, Acting Chairman. 


Unitrep Srares Aromic ENERGY CoMMISSION, 
Washington 25, D. C., March 18, 1962. 
Hon. Brien McManon, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 

Dear Senator McMaunon: This is in response to informal inquiries from your 
committee relative to the independent offices appropriation bill for the fiscal year 
1953, as reported by the House Appropriations Committee on March 14, 1952, 
and which contains the appropriation for the Atomic Energy Commission. The 
bill, as reported, effects a reduction in the original estimates for the Atomic 
Energy Commission of $174,272,500 and, in addition, includes many other pro- 
visions pertaining to the appropriation. 

A careful and detailed analysis of each of the provisions of the bill which affect 
the Atomic Energy Commission will require considerable time. We feel sure, 
however, that many of the provisions of the bill, and especially the reduction in 
the estimates, will seriously affect our ability to carry on our program with the 
speed and at the rate we had anticipated. 

The first item with which we are greatly concerned is the reduction in the funds 
requested and the proposed application of the reduction to the individual programs 
of the Commission as noted on page 5 of the committee report. The total funds 
allowed, $1,137,727,500 represent a reduction of approximately 13 percent in the 
estimates submitted by the President for the Atomic Energy Commission. The 
total reduction of $174,272,500 has been applied as follows: $92,513,500 reduction 
in the operating program budget, and $81,759,000 reduction in the plant and 
equipment program budget. 

We have not completed an analysis of the effect of these reductions on our indi- 
vidual programs but it is apparent that in many of these, the reductions can only 
be taken if the program is substantially cut back. 

Examples of reductions made by the committee, and where the Commission 
feels the proposed cuts would be most serious, are the following: 


SOURCE AND FISSIONABLE MATERIALS PROGRAM 


For this program, the Commission requested $341,500,000 whereas, the com- 
mittee recommends a reduction of $25,600,000 in the program, stating in its 
report that ‘‘While the reduction * * * would appear to be severe, the com- 
mittee wishes to point out that this reduction has been applied to items other 
than those involving the acquisition of fissionable materials. In other words, 
the committee has applied its reduction to such items as exploration work, the 
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operation of facilities, processing and development work, and experimental work 
in connection with the operation of producing plants.” 

As you are aware, exploration is the foundation of our domestic ore program 
and for which the budget estimates for 1953 contained $15,153,000. It is apparent 
that any application of the reduction to this portion of the estimate would retard 
our reaching the goals of domestic ore procurement which we feel are necessary. 
The purchase of uranium ore and the operation of our production plants constitute 
the greatest portion of the estimates ander this program. Application of any of 
the reduction, either to the purchase of ore or to the operation of these plants, 
would diminish the amounts of fissionable materials which could be obtained. 
The balance of the amount required for this program, other than the items 
mentioned above, is required for process development in connection with our ore 
and fissionable materials production. The amount estimated for 1953, approxi- 
mately $36,000,000, is required in large part for preliminary operating costs at 
Savannah River. Since the incurring of these costs will be necessary in getting 
into operation the early portions of the Savannah River plant, it is not apparent 
at this time how any substantial portion of the House reduction can be applied 
here and for that matter to any of the elements of the total source and fissionable 
materials program. 

WEAPONS PROGRAM 


The Commission’s budget estimate for this program amounted to $228,000,000, 
against which the Appropriations Committee applied a reduction of $20,000,000. 
Since the preparation of the 1953 budget estimates revisions have been made in 
the 1952 program which in turn will affect our rate of effort in 1953. The Com- 
mission has under preparation a supplemental estimate for the fiscal vear 1953 
which ineludes a sizable increase for this program over that originally included 
in the budget for that fiscal year. It is apparent that no part of the House cut 
ean be absorbed in this program. 


PHYSICAL RESEARCH 


The budget estimates for this program contemplated operating costs in 1953 
of $43,100,000. The recommended House reduction of $10,000,000 in this program 
would provide for costs of $33,100,000 in the fiscal year 1953, which would be well 
below the 1952 costs for this program of $37,265,000. At a time when basic re- 
search should be extended to meet our need for additional knowledge, such a 
drastic cut-back below current costs levels would not be in the best interests of 
the Nation’s atomic energy program. Only by continuing a sound basic research 
program can the Nation expect to maintain its leadership in atomic energy. 


PROGRAM DIRECTION AND ADMINISTRATION 


The Commission’s estimate for 1953 for this program amounted to $35,400,000 
against which the committee recommended an allowance of $30,000,000, or a 
reduction of $5,400,000. The major amount under this program is required to 
meet the salaries of Atomic Energy Commission personnel in the Washington 
headquarters and the 32 field offices of the Commission engaged in administering 
the program. Our estimate for the salaries of these people was $27.7 million as 
compared to the committee recommendation of $23.5 million. Our projection 
of the people we would have on the rolls at the end of this fiscal year, required 
to meet our currently authorized expansion program, would cost us on an annual 
basis $26.5 million. Sone 350 additional people were expected to be added to 
the rolls during the fiscal year 1953 at an additional cost of about $1,000,000. 
Furthermore, the new expansion program recently approved by the President 
will place an additional workload on the Commission, and a supplemental esti- 
mate to cover additional personnel in 1953 is now under preparation. 

As indicated, additional time will be required to complete a detailed analysis 
of the effects of the reductions in each of the programs. Those cited above are 
just examples which are apparent after a summary review of the House action 
We believe the consequences noted above will be also true of other activities in 
our operating program, including the very important reactor development effort 
Also, after a detailed analysis, we believe we will find that we cannot make the 
reduction recommended in our plant and equipment budget without seriously 
impairing construction plans, even, as suggested by the House committee, through 
the deferment of construction projects. We propose to present to the Senate 
Appropriations Committee, after completion of our detailed analysis of the House 
reductions, a request for restoration of such amounts as may be indicated at 
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at that time. Copies of this request will be submitted to your committee and 
the House Appropriations Committee also. 

Another item of major concern to the Commission is the changed structure of 
the appropriation for the Atomic Energy Commission which is in the present 
bill. As you know, we have heretofore had a single appropriation to cover both 
our operations and our plant and equipment requirements. The bill as reported 
now proposes separate appropriations for operating expenses and for plant and 
equipment. Working as we do through industrial contractors, who in many 
cases carry on both operations and construction, the single appropriation has 
simplified our accounting and costing activities without any loss of control. We 
feel that the separation of the appropriation will add to the complexity of the 
accounting and costing which has to be done by the Commission and each of 
its contractors and will increase tremendously the staffing required in these activi- 
ties for both the Commission and the contractor organizations. The subject of 
two appropriations versus a single fund account has been discussed in the past 
with the General Accounting Office. We understand it is their view as well as 
our own that with the industrial-type accounting which the Commission uses 
and the cost-performance budget under which it operates, a single fund account 
provides the necessary degree of control with a minimum degree of complexity. 
The Commission staff is analyzing the problems in detail which would be created 
by the two appropriations and, upon the completion of this analysis, we will 
indicate to you the course of action which we feel should be followed. Should 
it prove that the problems created by the two appropriations proposed could 
be overcome, we feel it would in any event be necessary to clarify the language 
under each of the appropriations to make them as workable as possible. 

The third major concern we would have is the proviso under the plant and 
equipment appropriation, which reads as follows: 

‘Provided, That no part of this appropriation shall be used 

(A) to start any new construction project for which an estimate was not 
included in the budget for the current fiscal year; 

‘(B) to start any new construction project the currently estimated cost of 
which exceeds by thirty-five per centum the estimated cost included therefor 
in such budget.’”’ 

This proviso is applicable to all construction projects regardless of how small 
the item, and would eliminate the present provisions under our appropriation 
which permit the initiation of new construction projects of an urgent nature with 
the approval of the Director of the Bureau of the Budget if funds are available 
to the Commission. It also eliminates the provision in our present construction 
rider which was added by the Congress upon the unanimous recommendation of 
the joint committee and which exempts technical and production facilities from 
the provisions of that rider if the Commission certifies to the Director of the 
Jureau of the Budget that immediate construction or immediate continuation of 
construction is necessary to the national defense and security, and if the Director 
agrees that such certification is justified. We feel that it is necessary for the 
Commission to have the flexibility to initiate minor construction projects and, 
if serious delays are to be avoided, other urgent construction which may be 
required. We think you will agree that the present language permitting the 
start of such construction under such conditions has greatly accelerated the 
atomic-energy program. 

The bill also contains other limitations which, while not as drastic as those 
mentioned above, do tend to unbalance a program on which considerable work 
has been done. Indicative of these limitations and reductions imposed by the 
committee is the reduction in our request for authority for the purchase of pas- 
senger motor vehicles from 450 to 225; the reduction in our request for the purchase 
of newspapers and periodicals from $8,000 to $4,000; in the reduction of our 
request for travel expenses from $3,345,000 to $2,230,000; and, in addition to the 
reductions imposed on our personnel in the District of Columbia and field offices, 
the separation of the amounts between these two geographical locations. 

There are in the general provisions of the bill certain features which we believe 
are detrimental to the operation of the program, such as the restriction on the 
accumulation of leave and the limitation on employees engaged in personnel work 
by a ratio of 1 such employee to every 135 employees. With respect to this latter 
provision, the Commission has an immediate need for people to be employed in 
personnel work in the recruitment, training, and administration of the personnel 
program, which cannot be employed due to the current ratio of 1 such employee 
to each 115 of total employment. The ratio now proposed by the committee 
raises this to 1 to each 135. It will be noted that section 109 of the bill exempts 
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the Tennessee Valley Authority and Housing and Home Finance Ageney from 
this limitation. In addition, the Congress has recognized the need to exempt 
other agencies including the Defense Department from such ratios. It is our 
belief that the Atomic Energy Commission should also be exempt from such ratio 
so that it carry on the personnel program required. 

We will prepare, upon completion of our detailed analysis of the bill, a request 
to the Senate Appropriations Committee for such corrective action as we feel is 
necessary. Since our hearings have been held by the Senate Appropriations 
Committee on our estimates for the fiscal year 1953, we are planning to request a 
further hearing with that committee in order to discuss the action we feel necessary 
to correcting the provisions of the House bill. ; 

Copies of this letter are being transmitted to the chairmen of the Independent 
Offices Subcommittees of the House and Senate Appropriations Committees. 

Sincerely yours, 
H. D. Smyru, Acting Chairman. 


CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, April 3, 1952. 
Hon. BurRNET R. MAyYBANK, 
Chairman, Independent Offices Subcommittee, 
Committee on Appropriations, United States Senate. 


My Dear Mr. CuartrmMan: Transmitted herewith for your information is a 
copy of my letter of today to the Chairman of the Atomic Energy Commission 
concerning certain amendments which I am advised the Commission proposes to 
request the Senate to add to its appropriations for the fise . year 1953 as they appear 
in the Independent Offices Approprit ition Act, 1953, H. R. 7072, as approved by 
he House of Representatives on March 21, 195 

Sincerely yours, 
FRANK L. YATEs, 
Acting Comptroller General of the United States. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 3, 1952. 
The CHAIRMAN, 
Atomic Energy Commission. 

My Dear Mr. CHarrMan: My attention has been called to three of the amend- 
ments which you propose to request the Senate to add to your appropriations 
for the fiscal year 1953 as they appear in H. R. 7072, approved by the House of 

tepresentatives on March 21, 1952 

Heretofore the Commission has operated with a single appropriation available 
for all expenses. Under the provisions of H. R. 7072 three appropriations are 
provided, viz: operating expenses, plant and equipment, and liquidation of con- 
tract authority. 

The first amendment you propose transfers the authority for purchase of air 
craft and passenger motor vehicles from the appropriation for operating expenses 
to the appropriation for plant and equipment. Since the funds for purchase of 
equipment generally are under the latter appropriation it follows that the authority 
to purchase aircraft and passenger motor vehicles should also be under this 
appropriation r ather than under operating expenses. 

The second amendment is as follows: * * * ‘Provided, That there shall be 
transferred to and merged with this appropriation that portion of the unexpended 
balances of prior-year appropriations included under the appropriation for oper- 
ating expenses which are applicable to plant and equipment, and amounts so 
transferred together with the foregoing appropriation shall remain available until 
expended;” * * *, Undert he present provisions of H. R. 7072 the appro- 
priation for operating expenses brings forward all prior-year unexpended balances 
and makes such unexpended balances available for both operating expenses and 
plant and equipment. The proposed amendment transfers out of the appropria 
tion for operating expenses that portion of the unexpended balances applicable 
to plant and equipment and merges it with the new appropriation for plant and 
equipment. This is desirable from the standpoint of accounting, audit, and 
administrative operations since all funds for the same purposes would thereby 
be consolidated under the one appropriation head. The amendment further makes 
funds under the appropriation for plant and equipment available until expended 
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This is more or less standard practice where construction is involved and is desir- 
able since the contracts usually are completed over a period of several years. 

The third amendment provides as follows: ‘‘Any appropriation available to the 
Atomic Energy Commission may initially be used to finance the procurement of 
materials, services, or other costs related to work or activities for which funds 
have been provided in any other appropriation available to the Commission: 
Provided, That appropriate transfers or adjustments between such appropriations 
shall subsequently be made for such costs on the basis of actual application 
determined in accordance with generally accepted accounting principles.”’ Under 
present Commission contracting practices, contracts are let to the same contractor 
for both construction and operations. Supplies and materials purchased by the 
Commission are also furnished the contractor. Inventories such as cement, 
gravel, gasoline, etc., are purchased to be used for both construction and opera- 
tions. The purpose of the amendment is to allow either of the two appropriations, 
for operating expenses or for plant and equipment, to finance the initial purchases 
and advances of cash to the contractor and subsequently on the basis of actual 
use charge the proper appropriation. 

I feel that this amendment is required in order that there be an adequate dis- 
closure of the actual use of the funds. In the absence of such an amendment I 
am deeply concerned about the possibility of charges to appropriations being 
arbitrarily determined at the time purchases are made or contracts are awarded 
without subsequent adjustments on the basis of actual use, being made. Further, 
the audit problems, both on the part of your own auditors and the General 
Accounting Office auditors, would be practically insurmountable in determining 
the appropriation properly chargeable. The best that I could expect my auditors 
to do would be to determine that the appropriation charged is available for the 
type of expenditures involved and that the appropriation so charged has not been 
exceeded, since there are so many common-use items properly for charging to 
either appropriation. 

Accordingly, I strongly favor the adoption of the three amendments herein 
discussed if the appropriations for the Commission are to be divided between 
operating expenses and plant and equipment. 

I am transmitting a copy of this letter to the respective chairmen of the Inde- 
pendent Offices Subcommittees of the House and Senate Appropriations Com- 
mittees. 

Sincerely yours, 
FRANK L. YATEs, 
Acting Comptroller General of the United States. 


Aprib 15, 1952. 
Hon. Kenneru McKeE.LLAR, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D.C. 

My Dear SENATOR: Your attention is invited to section 102 of the independent 
offices appropriation bill, 1953 (H. R. 7072), now before your committee, which 
section reads in pertinent part as follows: 

“No part of any appropriation contained in this title for the Atomic Energy 
Commission shall be used to confer a fellowship on any person * * *- with 
respect to whom the Commission finds, upon investigation and report by the Fed- 
eral Bureau of Investigation on the character, associations, and loyalty of whom 
that reasonable grounds exist for belief that such person is disloyal to the Gov- 
ernment of the United States: * * *,” 

As vou know, Public Law 298, Eighty-second Congress, approved April 5, 1952, 
transferred from the Federal Bureau of Investigation to the Civil Service Com- 
mission the responsibility for conducting applicant-type investigations required 
under various statutory enactments. In proposing the legislation which became 
Public Law 298, the Attorney General stated: 

“It should be noted that section 102 of title I of chapter VIII of the act of 
September 6, 1950 (64 Stat. 595) entitled ‘An act making appropriations for the 
support of the Government for the fiscal year ending June 30, 1951, and for other 
purposes’ as extended to August 31, 1951, by Public Laws 70 and 97, Eighty- 
second Congress, provides for FBI investigation of persons receiving Atomic 
Energy Commission fellowships. That act has not been included in the proposed 
legislation since it is anticipated that it will expire prior to enactment of th 
proposal.” 


95711—52——42 
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The principle which motivated the enactment of Public Law 298—the relief of 
the Federal Bureau of Investigation from the duty of making personnel investiga- 
tions so that its efforts may be directed toward its primary responsibilities relating 
to Federal law enforcement and internal security—requires that it be relieved of 
the duty to investigate applicants for Atomic Energy Commission fellowships. 
Particularly is this so since recipients of such fellowships ordinarily do not hav: 
access to restricted data within the meaning of the Atomic Energy Act. 

Accordingly, the Department of Justice urges that the independent offices 
appropriation bill, 1953, be amended to relieve the Federal Bureau of Investiga- 
tion of the duty which will be imposed by section 102 if enacted in its present 
form. 

Sincerely vours, 
Puiure B. PERLMAN, 
Acting Attorney General. 


TVA STEAM PLANTS 


Senator Mayspank. Now, Mr. Dean, as I understand from your 
letter and from the details that you have sent here you have asked for 
quite a few amendments on pages 6, 7, and 8. 

Senator ELLeENpER. Mr. Chairman, I want to first express the re 
gret at not being able to attend all the meetings. I have been bus) 
holding hearings on this grain shortage for the committee of which 
Tam chairman. I was just inquiring from Mr. Cooper, our clerk, and 
he informs me that the request by TVA has already been made for 
the building of these additional steam plants. 

Senator MaysBank. Yes; there was quite a long hearing. 

Senator ELLENDER. Yes. I have received information, and I pre- 
sume you have, too, to the effect that the companies that have been 
instrumental in building certain plants around Paducah, Ky., are 
willing to do the same thing with respect to the additional electricity 
that is necessary. 

Mr. Dean. Perhaps I could clarify that, Senator, if you like. 

Senator MayBank. And there was quite a lot of discussion here 
about the Atomic Energy Commission, some of which was on the 
record and some off the record, by Mr. Clapp, the head of TVA. | 
put some letters in the record and also some letters which mentioned 
TVA about the coal situation, different things of that kind. 

Senator ELLENDER. Here is the thing that I want to try to impress 
on the committee, so far as I am personally concerned, as you remem- 
ber, many of us opposed in the past the expansion of the steam plants 
by the Government particularly with TVA. Personally, I do not 
want this emergency to be used as a vehicle to permit the TVA or in 
fact any other company that is owned and operated by the Govern- 
ment to build up these facilities provided that private enterprise is 
willing to put up the money and to build the necessary facilities in order 
to provide you with sufficient electricity. 


PREVIOUS TESTIMONY 


Senator Maysank. We had quite a long discussion here. We have 
a pretty full record. I am sorry the rec ord has not been printed, 

Senator Sarronstatu. Mr. Chairman, I did not hear that discussion 
about TVA. I would hope, that we go into that very carefully 
because that is a subject on which | believe there is a great difference 
of opinion. 

Senator Maypank. That is right. 
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Senator ELLenpER. Mr. Chairman, it strikes me that if the matter 
has not been gone into with respect to the possibility of having these 
facilities developed by private companies, that before we close the 
hearings | believe that we might call—— 

Senator MaysBank. I will be glad to do this. I will appoint a sub- 
committee to go into it. I sat “day in and day out on the hearings. 
There is not one vacant hour between now and May 8. I sat here and 
heard them. 

Senator ELLenpeR. Did you hear any members of the companies? 

Senator Maysank. No, because we have heard no public witnesses. 
We have notified all public people who want to be heard to send notice 
in here. We have arranged for them to be heard. Since then other 
people want to be heard. We would be here until July if we heard 
everybody who wanted to be heard. 

Senator ELLENDER. But, Senator, have you heard any of the wit- 
nesses who might be able to advise us? 

Senator Maypank. We have listed every witness who has asked 
to be heard. 

Senator ELLenpER. Have you had anyone from these companies 
that are willing to furnish this electricity? 

Senator MayBank. There has been no request. 

Senator ELLENDER. With your permission, I would like to answer 

few letters that I have on the subject, suggesting to these people 
that the hearings will soon be closed but that they will be given the 
opportunity of filing such statements. 

Senator MaysBank. | wish you would. I might say this morning 
we had the CIO maritime group here that wanted to be heard and 
I invited them to come to the meeting at 11 o’clock this morning. 
We trv to be reasonable. 


MATTER FOR RECORD 


Senator ELLENDER. I will wire these people this afternoon and ask 
them if they desire to furnish a statement, that we will be glad to 
have them. 

Senator MAYBANK. Since we have set the deadline on May 8 with 
certain agreements that we would finish the hearings, and I understood 
Senator Saltonstall is not going to be here. 1 was told by the clerk 
it would be about the 14th before we could get through the hearings 
with all the things that are going to be filed after May 8. But we 
will welcome any information they may wish to send. I want to say 
that we hope they get it here by May 10. 

Senator ELLENDER. It will either be in or it will not be printed. 

Senator MayBank. We have told the public that who wanted to 
be heard would be heard. That is a list of those who want to be heard. 

Senator ELLtenper. I understood Mr. Dean is going to be able to 
shed some light on the subject. 

(See also pp. 1171 and 1389.) 


POWER SUPPLY AT OAK RIDGE AND PADUCAH 


Mr. Dean. Since this matter has come up, perhaps I might put 
this word in the record. The two places where we became heavy 
onsumers of power in our program are in the gaseous diffusion end 
of the business, Oak Ridge and Paducah. About three-fourths of the 
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power consumed at Oak Ridge at the present time is supplied through 
TVA, the balance being generated in our own plant. One-half the 
power at Paducah will be supplied by TVA and one-half by a com- 
bination of private utilities in Arkansas, Kentucky, Illinois, Wisconsin, 
and Mississippi. Additional power will be necessary for the expanded 
program which is not involved in this appearance we are making here 
today. 

On the second portion of this, if I could go off the record. 

(Discussion off the record.) 

Senator ELLenpEeR. Are we to understand that in anticipation of 
this expansion at Paducah that TVA is now coming before Congress 
in order to obtain funds to further expand its facility for that plant? 

Mr. Dean. Not to my knowledge. 

Senator Maynanx. TVA said they were not. I can only say what 
they said. I appreciate all the hardship you have had on the Agri- 
culture Committee and what you had to do. I am sorry you were not 
here. I hope you will read the record. Because TVA said they were 
not in answer to a direct question that I asked them. 

Senator EttenpER. Now, Mr. Dean, can you give us assurance that 
you will exert every effort to obtain this power from privately owned 
utilities? 

Mr. Dean. We have already asked them, Senator, for a proposal 
by which they would bid on 25, 50, 75, and 100 percent, just to see 
what kind of prices we are going to get. We do not know what they 
will come up with, or what they are interested in. 

Senator ELLENpDER. You realize they cannot compete with the Gov- 
ernment, of course. 

Mr. Dean. Well, they are doing very well at Paducah. I think 
it is going to turn out to be an interesting experiment. The price 
bid was almost the same, but yet the respective proposals were pre- 
pared quite independently. I think it is the first time you have a 
really good yardstick: One building on one side of the river at Joppa, 
Ill., the other on the other side of the river in Kentucky; each depend- 
ing on separate coal resources but supplying an equal amount of power. 

Se nator E.LtenpsErR. All right, Mr. Chairman, I am sorry. 

Senator Maypank. All right, Senator. We missed you here. | 
certainly think I am right in my memory that that is what they testi- 
fied, that they were not coming up here to ask for additional steam 
plants, some of which the House granted them in connection with 
atomic energy. They went into details on the others. 

Will you proceed, Mr. Dean? 


HOUSE ACTION ON 1953 BUDGET ESTIMATES 


Mr. Dean. I would like to say that I wish to thank the committee 
for the privilege of appearing before you a second time to discuss the 
appropriation request for the coming year You will recall that we 
have already reviewed these estimates with your committee once in 
hearings back on February 18 and February 19, and we have come to 
you today to convey our concern about the consequences of the House 
action on the 1953 request. 

The appropriation bill approved by the House provides $174,272,500 
less than the President’s request. 





INDEPENDENT OFFICES APPROPRIATIONS, 1953 659 


Senator Maysank. Now, let me ask one question that concerned 
me a great deal after the hearings. There has been some talk around 
here—and I talked to Mr. Williams here—that you all believed you 
might need some sort of higher priority than you had to get steel. 
Does steel come through now all right? Prior to the strike you did 
have sufficient steel to get along. 

Mr. Dean. We had difficulties in securing structural steel. 

Senator MAayBANK. Some time ago? 


STEEL REQUIREMENTS 


Mr. Dean. Some time ago. We had greater difficulty in the very 
early stages of the Savannah River project and at Paducah, where 
structural steel was going up, than we have had recently. 

We have had other shortages and we still would like to have a better 
arrangement than we have. What the effects of the strike will be, 
do not know. We are heavy consumers of steel. 

Senator MaysBank. You have been short of steel for your construc- 
tion work in the last month, have you? 

Mr. Biocn. Not seriously. We still have problems of getting 
small quantities, particularly stainless steel, relatively small quan- 
tities. There are occasional other shortages generated by the tight- 
ness of our schedule and other things, but by and large the situation 
has improved significantly over the past few months. 

Senator Maybank. The only thought that I had is you have some 
priorities and somebody else wants some priorities, Army, Navy, and 
Air Force, and I thought it would not be the wise thing to do if you 
were not suffering. 

Mr. Dean. As it turns out in these things you suffer because of 
some little bottleneck somewhere along the line. 

Senator MayBank. But it is not serious? 

Mr. Dwan. It is not nearly as serious as it was. 

Senator MayBank. But it is serious? 

Mr. Dean. Today it is one item and tomorrow it is another item 
that causes your bottleneck. It actually is not nearly as serious and 
does not give us as much concern as 4 or 5 or 6 months ago. 

Senator Mayank. In other words, the situation has greatly im- 
proved in the last 6 months? 

Mr. Dean. That is true. But this reduction that I have referred 
to 1 think will make it difficult for us to meet some of the goals which 
have been established for the production of fissionable material and 
weapons. I shall return to that in a moment. 


HOUSE CHANGE OF APPROPRIATION LANGUAGE 


The consequence of the second aspect of the House bill, a series of 
amendments to the appropriation language, we also regard as serious. 
One of these proposes a fundamental change in our appropriation 
structure. 

The House language established separate appropriations for oper- 
ating expenditures and additions to plant and equipment. ‘The re- 
port of the House committee suggests that this step will provide a 
clearer picture of the Commission’s operations. 
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We are no less concerned than the House committee that a clea: 
picture be presented in these terms. Both our estimates and our 
financial records, based on an industrial-type accounting system which 
the Commission has developed since 1949, make a clear distinction 
between costs which should be charged to operating cost and those 
which should be capitalized and recorded as additions to property. 

As explained by the Comptroller in a letter which the chairman 
has inserted in the record, dated April 3, an unfortunate effect of the 
House language would be to create an insurmountable audit problem 
for GAO and for us. 

Senator MaysBank. Let us refer to that language specifically for 
the record. 

Senator SALTONSTALL. Who said that? 

Mr. Dean. This is the Comptroller. 

Senator SALTONSTALL. Your Comptroller? 

Mr. Dean. No, sir; the Comptroller General of the United States 


PROPOSED AMENDMENT 


Senator MaysBank. The language will be placed in the record at 
this point. 

Mr. Dean. I think his letter contains this language. 

Mr. Boyer. If you insert this appeal in the record—— 

Senator MaysBank. We have inserted the appeal. But I wanted 
that particular language at this point in the record. 

(The language referred to follows:) 

Any appropriation available to the Atomic Energy Commission may initially 
be used to finance the procurement of materials, services, or other costs related 
to work or activities for which funds have been provided in any other appropria- 
tion available to the Commission: Provided, That appropriate transfers or adjust- 
ments between such appropriations shall subsequently be made for such costs on 
the basis of actual application determined in accordance with generally accepted 
accounting principles. 


LIMITATIONS IMPOSED BY HOUSE 


Mr. Dean. I would hope that therefore we will be able to continue 
with a single appropriation for both operating expenses and plant 
and equipment, but if that is not to be, we urge consideration of the 
amendments to the House language designed to ameliorate somewhat 
the difficulties which we now foresee. 

We have also proposed a number of other amendments to the 
House bill which would have the effect of increasing or otherwise 
modifying the limitations established for newspapers and periodicals, 
travel expenses, passenger motor vehicles, the employment of AEC 
personnel engaged in program direction and administration and 
personnel work. 


AMENDMENT FOR TECHNICAL CONSTRUCTION 


Also proposed is a restoration of a procedure whereby urgent 
technical construction projects whose need has not been clearly 
foreseen during the preparation of the budget in the preceding year 
can be undertaken without waiting for the opportunity to present a 
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supplemental estimate. Under the House language this could not 
be done. 

Senator MayBank. When are you gomg to present your supple- 
mental estimate? 

Mr. Dean. If we follow the language 

Senator Maynanx. You could not do it in this instance but I am 
talking of the additional one. 

Mr. Dran. We hope to have it through the Bureau of the Budget 
review within a matter of 2 or 3 days and hope to get it up here to the 
Congress in a matter of a week. 

Now, let me return to the proposed reduction of over $174 million 
in our original estimate. 

Senator MayBank. Off the record. 

(Discussion off the record.) 

Senator Ferguson. Have you ever thought about where we are 
going on expenditures? 

Mr. Dean. I certainly have, Senator. 

Senator Ferauson. You know there is a Statutory debt limit of 
$275 billion. 

Mr. Dean. I believe that is correct. 

Senator Ferauson. And the figures you are talking about and the 
ones we got frem the military this morning and we get from every 
department are just going past that as if it amounted to nothing. 
Now, how are we going to do it? You said it can not be helped. I 
know what your answer is going to be. You have to have it. That 
is what every department Says. 

Mr. Dean. I would not say that without first having gone through 
the process which has taken us 6 months now of examining what 
this means. 

Senator Ferguson. What does it mean? Compare it with deficit 
spending. What is the use of trying to save something that you are 
going to destroy by deficit spending? 

Mr. Dean. If this meant the destruction of the country, if the 
economic impact of the program was so big that it would involve that. 
you can be sure I would not be sitting here to justify it. 

Senator FerGcuson. Everybody says that. “On every item that is 
brought up here he is saying his will not destroy America—but the 
combination will destroy America. It is the last straw that did break 
the camel’s back. 

EXPANSION PROGRAM 


Mr. Dean. When we came up with the expansion program we 
started with a military requirement. This is the first place in the 
thinking. If the Joint Chiefs of Staff say to us after careful considera- 
tion that it takes so many bombs to guarantee the security of the 
United States in the event of an all-out war, all we can do as a Com- 
mission at this point, is to point out to them the impact on strategic 
materials, manpower and things of this kind and others, and to say it 
will cost you this much—if you want this goal it will cost you this 
much. In other words, we can render a feasibility report. You can 
build this kind of plant to get this result and if you build this plant 
in these years it will cost these many dollars. 
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EXPENDITURES ON ATOMIC PROGRAM 


Senator Ferguson. How much have you spent up to date? 

Mr. Duan. If you took the total including the Manhattan engineer- 
ing district, which was approximately $2 billion, it would come out 
pretty close to $7 billion. 

Mr. McCarruy. Roughly $4 billion for plant and equipment 
through the end of this fiscal year. 

Senator Frrcuson. This supplemental is $4 billion. 

Senator MaysBank. Maybe I used the wrong word in “supple- 
mental.” As I understand it is a 3-year program for a new plant. 

Senator Frrauson. It shocks me. I do not know where we are 
going. Isat with the military this morning and I get the same story 
if you cut from $52 billion to $46 billion you might as well disband 
the Army, Navy, and the Air. 

Senator Mayspanx. And the President sends up today the public 
works program for the Army and Navy. The House did not appro- 
priate enough money to carry out what they have now under the 
budget. 

Senator Tuy. You state this is not in a true sense a supplemental? 
Was it originally in the Presidential budget when it was first sub- 
mitted where we got the figures that would indicate we would run 
$14.5 billion deficit if we appropriated the budget estimate? 

Mr. Dean. Not at that time. It was not in the regular appropria- 
tion. 

Senator THyr. You see, the Presidential budget was $85,400,000,- 
000. That was the Presidential over-all budget request submitted 
to Congress. Was this item in that $85.4? 

Mr. Dean. It was not, Senator. 

Senator Tuyr. How much of this item is now in excess of the $85.4? 

Mr. Dean. It would be the total of this appropriation. 

Senator Tuyr. The total of $4 billion? 

Mr. Dean. Yes; over 4 years. 

Senator Tuyn. Then you have $89.5 laid down before Congress 
instead of $85.4? 

Mr. Dean. This would be additional, that is correct. 


COORDINATION WITH DEFENSE DEPARTMENT 


Senator SattonstaLL. Mr. Dean, just to carry this one step further 
for a minute, let me ask you this question: Do you take the position 
and I say this most respectfully because 1 know you by reputation, 
even though I do not keow you so well personally, as a man of high- 
class reputation and capacity—do you say on this construction of 
$4 billion that you in substance take your orders from the Joint Chiefs 
of Staff? In other words, if they say they have to have this, X amount 
of bombs of X quality, you say, ‘All right, it is our responsibility not 
to question your judgment on the number of bombs you have to have, 
it is our responsibility to build the plants to give you those bombs,” 
is that right? 

Mr. Dean. That is not quite true. 

Senator SALTONSTALL. That is the inference I got. 

Mr. Dran. I am sorry if I gave that impression, and if I did, that 
is not quite true. I do not conceive our function quite that way. 





INDEPENDENT OFFICES APPROPRIATIONS, 1953 663 


It has to be the judgment of the Joint Chiefs and the Department of 
Defense on the question of what is necessary to fight a war—what is 
necessary in terms of minimum number of bombs or maximum number 
of bombs in order to preserve the security of the United States in the 
event of a conflagration. 


RESPONSIBILITY OF COMMISSION 


I think it is the responsibility of the Commission, however, to do 
more than simply take that order and we did do more than take that 
order. When the request came through it was on our initiative that 
this matter was taken to the National Security Council so that we 
could have a combined judgment. The Bureau of the Budget was also 
called in, Charles Wilson was also called in, the Department of De- 
fense, the Department of State and the AEC, and the President acted 
as chairman of the meeting to review this kind of program. 

We felt it our obligation at that time to say to them ‘If you do this, 
if you need these things and if you do this, this is what it is going to 
look like. It is roing to look like this in dollars. It is going to look 
like this in scientific and engineering manpower. It is going to look 
like this from the standpoint of all the other talents that are going to 
be needed to put in a program of this magnitude. It is going to put 
this kind of load on the Atomic Energy Commission. We will have to 
leave undone a few things we would like to do in order to get this 
result.” 

I think that it is our responsibility to see that those considerations 
are threshed out in a high-level conference up to the President, and 
including such groups as the National Security Council. So it is 
more than taking orders from the Joint Chiefs. 

I-do not think on the other hand we are in a position in the Com- 
mission to go back of the figures which the Joint Chiefs bring up and 
say, ‘‘We do not like the targets you are considering. We think it 
would be foolish to waste a bomb in this part of the world, and so 
forth.” 

Senator SALTONSTALL. I accept your statement and I think I would 
say the same thing if 1 were in your position. 

Now, Congress has power over the purse strings. Now, as Senator 
Ferguson was saying, we were listening to the Department of Defense 
this morning when they have asked for $54 billion in appropriations, 
$52 billion in expenditures this year. At the same time we have 
before us $6.9 billion of authorization on mutual security which is 
coming before us next month. Then in addition to that we have this 
large additional authorization of public works, all for the Army and 
Navy and Air Force. Then in addition to that, you gentlemen come 
forward with a capital program, construction program of about 
$5 billion more, if you include this plus your other one. 

Now, we have to put, as I see it, all those things together. When 
they say the Joint Chiefs of Staff recommend all those four things, 
then we have to decide, we cannot consider them all separately and 
we have to balance them out. If we are to exercise any power over 
the purse strings, it seems to me we have to decide, make some deci- 
sion of our own on this over-all question of what is necessary for the 
defense of our country and, including that, not on your judgment but 
on an over-all judgment we have to decide how many of these plants 
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you should build this year or how many you should be authorized 
to build. 


OPERATING EXPENSES 


My memory is that your operating expenses for each fiscal year 
would be $2 billion. I think that is right. 

Mr. Dean. That is about it, Senator, after such an expansion. 

Senator SaLronsTaLL. With all your construction in addition, de- 
preciation on construction, and everything else. So if we carry through 
what the Department of Defense wants or the Security Council, we 
are going to have a continuing figure of $2 billion of operating expenses 
outside of maintenance of plants, depreciation of plants, and obsoles- 
cence of plants in future years. That is a terrific carry-over. 

Mr. Dean. It is a very large sum. 

Senator Fercuson. May I answer that? I am particularly inte: 
ested in that. The $54 billion and these two items, $6.9 billion and 
$5 billion, plus $2 billion is $67.9 billion. That is practically $6s 
billion. We are just waiting to get the amount of the public works 
program. We will get about $70 billion in income. In other words, 
the military alone, without the deficit for the fighting of the war in 
Korea, which we are going to get, takes every dollar of your income 
without all the taxes that are provided for, without a dollar for any 
other part of the Government except the military. 

Senator Tarr. You have an interest indebtedness. 

Senator Ferauson. Yes; $6,150,000,000. 

Senator THyr. You have a Veterans’ Administration load of around 
$7 billion. Then you have all the other agencies. We are looking 
at a budget request here of close to $100 billion. 

Senator Feracuson. They raised the question of building of these 
power plants. Private industry wants to build them and yet the 
Government will not let them build them. You will let them build 
half the facility at Paducah. Why not let them build it all, because 
we have to raise the tax dollars. Here TVA comes in and demands 
money for the building of these plants when private industry wil! 
build them. 

Mr. Dean. Before you came in the room I explained to Senator 
Ellender. 

Senator Frerauson. I know you did, but I cannot understand whiy 
you would even think of going to tax dollars when private industry 
wants to do it. 

Mr. Dean. I explained to Senator Ellender that so far as this new 
site is concerned which we are considering, I do not think there is any 
other alternative—that makes any sense to us—than to go to private 
industry and we have already asked private utilities to give us 
proposals, 

POWER NEEDS AT PADUCAH 


Senator ELLENDER. Even with your expansion at Paducah it strikes 
me you ought to exert every effort to get private enterprise to do it 
and not put the TVA in a position to compete with private enterpris: 

Mr. Dean. What we did at Paducah was to try to get a fair arrange- 
ment, an equitable load and one that was interesting to the private 
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utilities and made sense in building up their net worth, and 50 percent 
was a quite happy situation so far as the Southern Illinois 

Senator Fercuson. If you had gone out in the market for private 
enterprise to take all that load at Paducah, is it not a fact you could 
have gotten it? 

Mr. Dean. We might have; I am not sure. 

Senator Fercuson. Then why did you not try? 

Mr. Dean. We asked for proposals on all of these, for 25, 50, 75, 
and 100 percent. Now, I do not know today, and I did not realize 
this was coming up because I was not talking of the expanded program, 
but I do not know today what the private ‘utilities would say. They 
might say in a given area, ‘“‘We don’t want to take 100 percent of 
this, this is too much. We will never be able to take care of you.” 

Senator Ferguson. Why do you not try them out? 

Mr. Dean. We have. 

Senator Fercuson. We just cannot get this money, gentlemen, as 
I see it. I do not know why the Congress should be the only people 
thinking about this deficit. I cannot understand why the other 
people in the Government are not thinking about it. 

Mr. Dean. It has given us many a sleepless night. 

Senator Frrcuson. When you had this before the President, did 
you have this deficit and all these figures before you? 

Mr. Dean. I think the deficit situation was pretty well on the 
people’s minds. 

Senator Fereuson. Did you know they were going to ask for $67 
billion nine? We cut off a billion the other day in foreign loans, and 
that is all for military. There was $7.9 instead of $6.9. 


EXPANSION PROGRAM AND ECONOMY 


Mr. Dean. I should explain to you if the expansion program were 
up here today as the matter before this committee, the first witnesses 
should be, and we had intended would be, representatives of the 
Military Establishment, because a program of that kind stems from 
military requirements. 

Senator SALTONSTALL. Would you be willing to give this committee 
this assurance as an individual and as Chairman of the Atomic Energy 
commission, would you before you bring this supplemental appro- 
priation before us for request, which will be a carry-over for 3 years, 
be willing to say to this committee that you would again take this 
matter up with the Security Council before presenting it? I ask that 
question with this preface. I would believe that this appropriating 
committee, and I think the House, is very much troubled over the 
large requests that are made; and assume we cut down the military, 
assume we cut down this mutual security, assume we cut down this 
publie building, then the military will have to make the determination 
whether they would like to have more atomic bombs or whether they 
would like to have more aircraft carriers. It all works in the same 
thing. 

Now, the House has cut out the aircraft carrier. Is it wiser to cut 
out the aircraft carrier or cut out a new atomic energy plant? 

Mr. Dean. That is a problem that faces the Congress. 
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Senator SALTONSTALL. Would you say “Yes” or “No” to that ques- 
tion? 

Mr. Dean. Is it wiser? 

Senator SALTONSTALL. No, would you be willing as an individual, 
as Chairman of the Commission, to take it up again with the Security 
Council? 

Mr. Dean. Of course, sir. I do not think in a problem as big as 
this that you can ever say that the answer is clear and final, and that 
you should not go back and think about it and bring the best brains 
to it. 

SUGGESTED PROCEDURE 


Senator Mayspank. Why not do this? I do not know whether the 
Senator from Michigan exactly understood what I said. I said you 
come down here to request restoration of $170 million in operating 
expenses and that was more money than I ever heard of before I came 
to Washington, but it was very small compared to what we would bx 
faced with in the future. I can say as chairman of this committee 
that the full committee will have extended hearings on that, and at 
that time bring in the question of TVA and all those things. And 
nothing will be determined until you come down here with the Joint 
Chiefs of Staff and others. I agree with the Senator from Michigan 
we have tosave money. We are in the position of the Armed Services 
Committee, as far as I could find out yesterday, that we have not 
appropriations enough to carry out, I would say, a large part of the 
authorizations that the Congress has already passed. Now, they 
come here today with additional authorizations. The House has 
already turned down the request for money to appropriate sufficient 
funds to carry out even a part of what is now authorized on the bill, 
and there is no authorization worth anything unless you have the 
money to carry it out, and the money is not here. 

Senator Fercuson. Here is the position we find ourselves in in this 
committee. The Committee on Finance and the Ways and Means 
Committee in the House responsible for taxes are very determined 
they are not going to raise any more taxes. That is what they say, 
period. Now here is the Appropriations Committee going on, know- 
ing that the taxes are not going to be raised. 

(Discussion off the record.) 


ENORMITY OF REQUEST 


Senator Mayank. That is $2,027,000,000 that the Senate bill i 
the Armed Services Committee authorized for additional expe ieee Ss 
when the House Appropriations Committee will not appropriate 
half enough money to carry out the authorizations on the bill. When 
it comes to getting the money, this Appropriations Committee is on 
the spot because we cannot authorize any such amount as that. | 
am not going to do it. 

Senator Frerauson. There is $70,100,000,000. That takes all 
the revenue that can be raised by the authorities of Congress. Now 
what ls the Appropriations Committee going to do? Are we just 
going to pay no attention to what the other committees did on taxes 
+t ip say, “We do not care what you are going to do about taxes.” 
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Senator Maysanx. They authorized everybody pay increases and 
do not vote the money 

Senator FerGcuson. We have to do a little coordinating up here. 

Senator Maysank. That is my judgment. 

Senator Ferauson. Those are the figures. You ought to know 
about them because you are recommending them in the light of those 
deficits. 

Mr. Dean. When we really present this expanded program, as 1] 
say, I think you have to start with the military requirement. | 
think the military has to justify that requirement. I think the 
Atomic Energy Commission can talk of impact on men and materials 
and talk about feasibility. 

Senator MaysBank. As Senator Saltonstall said, we have to get the 
over-all picture. Here is $2.2 billion today to spend some money 
on a navy yard here, some airbase here, when they will not appro- 
priate money for the authorizations we already have made. 


COOPERATION WITH SECURITY COUNCIL 


Senator SALTONSTALL. You said you would again take it up with 
the Security Council before you came to us? 

Mr. Dean. You asked me if there were any objections to that and 
I said I would take it up. 

Senator SaLtronsTALL, Will you be willing to tell this committee 
sitting here today that before you come forward to the Congress with 
this $4 billion more of capital construction that you will put the 
question up to the Security Council? 

Senator MayBank. I would make it a little stronger than that, at 
the request of this committee, and we have asked you to do it, 

Mr. Dean. I will be happy to do that; ves. 

I will point out one thing, Senator, that if the expanded program is 
valid, if it is the wise thing to do and if the country can afford to 
do it—I believe the pay-off in such a program is terrific compared 
with anything else that can be done when you are talking about the 
security of this country—then I think that that review should be 
made in a great hurry. 

Senator Maypank. We do not ask for any delay. We merely 
request you to take it up with them. 

Mr. Dean. We are trying to push this as fast as we can because 
the only justification for the expansion of this size in my opinion is 
that you buy what the military has said is necessary for the minimum 
security of the United States, but you buy it several years sooner. 


COMPARISON WITH DEFENSE DEPARTMENT 


Senator Satronstauu. If I might make this observation, that is the 
same argument exactly and almost in the same words that you hear 
in the De partment of Defense with relation to airplanes, aircraft 
carriers, tanks, and everything else. They say they have expanded 
like that. You cut cff $6 billion this year and you shut it down like 
that. Now, you say the same thing, we are going ahead like this, if 
we do not cet that $4 billion, they are going to go off again like that. 
It is the same argument, you see, right through. It seems to me it is 
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an over-all program, otherwise Congress may botch the whole thing 
by leaving you up there and cutting you down. 

Mr. Dean. | agree with you, it is an over-all problem. I do not 
think one agency can handle this problem. All one agency can do is 
say it is feasible and wise as they view it, that we can get it done in 
this time limitation and this is the cost and it seems to us wise to tak« 
this way to meet the military requirement submitted. 

Senator MaysBank. As far as I am concerned, I think if it were not 
for the Atomic Energy Commission of this country we would be worse 
off. But your bombs are no good unless they have wings to carry them 
I mean by that the number of wings they want to build up. It is so 
integrate d we have to look at the whole thing. We do not want any 
delay but we suggest that you take it up with the Security Council 
This committee has to decide who is going to get what. We have 
agencies of the Government down here who are revenue producers 
such as the Department of Agriculture. 


QUESTION OF PRIORITY 


Senator Ferauson. Mr. Chairman, I think we have to go to thi 
point of priority. Which is more important within a limit? That is 
what the taxing people have said. They will not give us any more. 

Senator MayBANK. I am sorry we got away from this. 

Mr. Dean. I think this discussion has been very germane, if I may 
Sav so. ae 

Senator MayBank. You are only here today on this $174 million of 
your operating expenses. 

Mr. Dean. I say this is germane because if we are thinking as we 
are in terms of goals like that for an expansion program, then this 
seems to me a peculiar period in which to be cutting back on th 
current payoff years. 

Senator Maypank. That is true. That is what the House has 
done on the military bill. They have cut back with the Smith 
amendment, back to $46 billion, also the amendment on the carrier 
Now they send an authorization for $2,200,000,000 to spend on navy 
vards and airfields. It seems to be rather hard for us to believe. 


FISSIONABLE MATERIALS AND WEAPONS PROGRAM 


Mr. Dean. Fissionable materials and weapons produced in 1953 
and 1954 are a lot more important to the security of the United States 
than anything vou can buy in 1955 and 1956. 

Senator MaysBank. I agree with you. If it had not been for the 
development of atomic energy in this country and development o! 
fissionable material and the atomic and H-bomb, we would be in a lot 
more trouble. Iam not going to differ on that. But we will have to 
do something about the money. 

Mr. Dean. The action of the House in reducing our request by 
$25 million for source and fissionable materials, which includes ex- 
ploration, benefici: tion of low-grade-ore, refining ore and treatment 
and production of U-235 and plutonium and the weapons, in our view 

can not be reconciled ou the urgent need for weapons. 

Senator MayBank. What kind of weapons? 
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Mr. Dean. Atomic weapons. The $20 million cut in the weapons 
program would have to be somewhere applied across the board to the 
whole family of weapons. I could not particularize as to which one 
you would eliminate. You would not eliminate any one, 
have to cut down on the weapons. 

Senator Maysank. What is the total on weapons? 


you would 


RESEARCH PROGRAM 


Mr. Dean. Twenty million. The reduction of physical research is 
ne that also concerns me very much, It amounts to 23 percent and 
cuts our physical research budget to $4 million less than we had last 
year. This is a comparatively small item in our total budget, but it is 
one that gives me a lot of concern because I am convinced that the 
at tomic weapons of the future depe nd in both quality and quantity on 

‘type of physical research that we are doing today. 

M would like to add this note. We have some 8 or 10 countries in 
the world today with atomic energy projects now. In practically 
every one of those countries, with the exception of the United King- 
dom, and to a large extent it is true there, these countries are able to 
go on With strong research programs in atomic energy because they do 
not have to build weapons. We are paying the price today in the 
United States because we are trying to give broad aid on the security 
of the western world. The result is that while practic ally. all this 
money goes to fissionable materials and bombs, we are not having the 
luxury that these other countries, such as England, Canada, and 
France, and so forth, have, of having gone on full speed with physical 
research and I would not be surprised if one of these days we would 
wake up to find they had surpassed us. 

Senator Maybank. Would they not let us have the information 

hey have if we are carrying the load of weapons and bombs today? 
i seems to me they ought to be willing to go along with any research 
they develop. 

Senator FrerGuson. Should we not be advocating that they do that 
very thing? 

Mr. Dean. I am not against that, Senator. 

Senator Frerauson. Let us say they make an airplane engine that 
will run, with their research. That would be considered military, | 
suppose, 

Mr. Dean. Yes, under the act, which could of course be amended. 
\t the present time we could not interchange information, let us say, 

he field of reactors for submarines with the British or French. 

Senator Fereuson. But you would call that research for military. 
In a at fields are they making their research? 

Dean. Across the board. The laboratory at Harwell, England, 
J ‘dae 2,000 scientists, very few of whom are concerned with 
Weapons, 

Senator Ferauson. How many have you? 

Dean. Many more than that. But our great effort in this 
country is in the applied field. Where our basic research shows up is 
in our physical research budget. That is why I am concerned about a 
ut of 23 percent at the time when I think we should really be stepping 
It up. 
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I would like to, if I may, introduce in the record a letter which | 
received this morning, 1 eally in aid of this request that I am making, 
from our General hiduey Committee, which is composed of Dr. 
Oliver E. Buckley, of the Bell Tele ‘phone Laboratories; Dr. James B. 
Conant, of Harvard: Dr. Lee A. DuBridge, of ¢ ‘alifornia Institute of 
Technology; Dr. Willard F. Libby, a scientist at the University of 
Chicago; E. V. Murphree, of Standard Oi cog meng Co.; Dr. 
1.1. Rabi, a physicist at Columbia University; Dr. John von Neumann, 
who is a physicist at Princeton at the moment; Walter G. Whitm: an, 
who is head of the Research and er nt Board for the time 
being of the Department of Defense; and Dr. J. Robert Oppenheimer, 
of the Institute For Advanced Study. I will not take the trouble to 
read it, but I will ask that the committee look at this, because I think 
it represents the view of very responsible scientists. 

Senator MaysBank. Without objection, it may be placed in the 
record. 

(The letter referred to follows:) 


GENERAL AbpvisoRY COMMITTEE TO THE 
Unirep Sratres Aromic ENERGY COMMISSION, 
Washington, D. C., April 30, 1982. 
Mr. Gorpon DEAN, 
Chairman, United States Atomic Energy Commission, 
Washington, D. C. 

Dear Mr. Dean: This letter concerns the proposed cut in the budget for 
basic research in fiscal 1953. This cut amounts to some 25 percent of the total 
budget for this purpose. 

We regard this cut with the utmost concern. It is a step which will have 
immediate and long-term effeets on the whole Commission program, one which 
results in a temporary saving but which will affect the Commission and scientifi 
research in the most adverse way. The effe : ts are in two important fields. Wit! 
regard to the national laboratories, such as the Borrkhaven National Laborator\ 
the orderly development of the ———— and of the unique facilities for atomi 
research is stopped. While overhead personnel, like security guards, fireme1 
and the accounting offices, have to be maintained, the important scie ntifie progran 
has to be cut back. The laboratories lose re pute tion for stability; and this 
makes it very difficult to attract good scientists to these organ izations. Ther 
are immediate and long-term effects. The scientific programs which will have to 
be dropped and curtailed are a net loss to the AEC and to the scientifie knowledge 
of the United States. Scientific knowle daa is like capital which keeps on earning 
into the indefinite future. 

The proposed budget cut in support of university research is a matter of th 
utmost gravity. These research programs are important not only in themselves 
for the important discoveries they produce, the acquisition of knowledge 
physics, chemistry, and biology, but also in the training of young scientists 
seed corn of the future scientific health of the United States and the free world. 
These budget cuts will diminish the supply of new scientists at a time when tly 
are more necessary than ever and it will tend to lower their quality. 

We are convinced that the budget for basic research should not be cut but 
rather should have an orderly increase during the next few years to take full 
advantage of the growing strength and maturity of American science. 

Oliver E. Buckley, James B. Conant, Lee A. DuBridge, Willard I 
Libby, Eger V. Murphree, I. I. Rabi, John von Neumann, Walter 
G. Whitman, J. R. Oppenheimer, Chairman. 


th 


SEPARATION OF OPERATING AND CONSTRUCTION BUDGET 


Senator SALTONSTALL. At the present time I want to ask you 
another question, but you would rather finish your statement? 

Mr. Dean. It ts all right right now. 

Senator SaLtronstaLL. The Atomic Energy Commission now has 
been an oper: ating concern for several years, you state in your just! fi- 
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cation here that you are working on a performance budget, a business 
budget. Now that you are a going concern and no longer a concern 
that is just building up, why should you not separate your operating 
expenses from construction expenses? Why is that not in the con- 
tinuance of a performance budget? 

Mr. Dean. This can be done, and we say so in our appeal. We 
suggest several little amendments which will make it easier for us. 
[f I can give you a few illustrations of what we run into by separation; 

Senator SALTONSTALL. But you approve of separating that. 

Mr. Dean. We would rather do it the way we are doing it, present 
figures for operating cost, present figures for plant and equipment but 
have flexibility between the two because it is very difficult to allocate 
some of these things. For example, if you buy gasoline out at Hanford, 
you buy it fora pool. You do not know whether that gasoline is going 
to be checked off, let us say, for a bus that is going to haul people 
around and properly chargeable to operations or whether it is going 
to something which is attributable to the construction out there of a 
new facility such as a truck that is working on the job. This is the 
type of detail that we get into. We hope that these amendments we 
suggest will take us over the hump. 


ADMINISTRATIVE PERSONNEL 


I would like to add one final word on the reduction of $5,400,000 
for AEC personnel engaged in program direction and administration. 
This action would provide fewer people next year than this year at a 
time when we hope to be operating at a 25 percent higher level and 
at the present time for each one of our employees there are more than 
20 contractor emplovees engaged in the construction and operation 
of AEC facilities. This ratio has been growing each year. The 
effective direction and control and coordination of contractor activities 
require moderate increase in the AEC staff which we have requested. 
[ think it is particularly necessary at a time like this when we are 
spending these large amounts of money and vou give the wide dele- 
gation of authority you give to contractors to see to it that the people 
engaged in the administration can follow to some degree for the tax- 
payer the way this money is being spent. As you know the ratio is 
verv small of Government emplovees to the total number of people 
engaged in this project, and yet we are still operating with Govern- 
ment funds. Unless we are going to abdicate this responsibility, I 
think we have to keep up the number of people necessary. To cut 
us down as far as to fire people, which we would have to do at this 
pound, I think would hurt. 


JENSEN AMENDMENT 


Senator SALTONSTALL. The Jensen amendment does not apply to 
your Commission? 

Mr. Dean. Yes, it does. 

Senator SALTONSTALL, So not only would you cut the funds but 
through the Jensen amendment vou would cut some more. 

Mr. Dean. I might say this hurt us very badly a year ago. We 
had to eut back in about June of last vear. We had a freeze because 
of the Jensen amendment, and we did not hire any people until some- 


95711—52——43 





672 INDEPENDENT OFFICES APPROPRIATIONS, 1953 


time over in the latter part of October, and yet we had people all 
lined up that we wanted to get in the program. There were about 
30 men that we had gone to great trouble to get to help in our explora- 
tion program. Those men we did not get because they took other 
jobs. This was at a time when this thing was rolling and expanding 
The load on our present staff is much more than most people realize 

Senator SaLTONSTALL. The House has cut $92.5 million off your 
operating account and $81.7 off your capital and new facilities account, 
is that correct? 

Mr. McCarruy. That is correct. 

Senator SALTONSTALL. Now, if we restore the personnel that you 
request and divide it up among those different operations, how man) 
people would we restore and how much money? 

Mr. Boyer. If 1 understand vour question correctly, Senator, wi 
would need the $5,400,000 to carry out the program set up. As | 
understand your question, if there were cuts other than personne! 
cuts would that reduce the personnel, is that your point? 

Senator Sauronstatu. Yes. In other words, you would have to 
restore not only the $5.4 million but how much of the rest of the $92 
million would vou have to restore? 

Mr. McCarrnuy. Senator, the personnel covered by other than that 
$5.4 reduction are not all AEC personnel. They are engaged in the 
operation of our facilities and the various programs which are being 
carried out. 

FISSIONABLE MATERIALS AND WEAPONS 


Senator SALTONSTALL. So that the $25 million cut on source and 
fissionable materials is the accumulation of raw material? 

Mr. McCarruy. And exploration. 

Mr. Dean. Raw material exploration, diamond drilling, some work 
in the beneficiation of low-grade ore and some work on the feed 
material line and through Hanford and Oak Ridge. 

Senator SatronstaLu. And $20 million on weapons is on the com- 
pletion of weapons? 

Mr. Dean. It is on the whole weapons program, including weapon 
research, development, and manufacture. 


REACTOR DEVELOPMENT 


Senator SALTONSTALL. Reactor development, $22.4, what is that? 

Mr. Dean. The House committee did not pinpoint this but it 
would be broadly applied to the entire reactor program. It would be 
up to us to simply cut out certain phases of the reactor program. 

Senator SatronstaLu. That would cut down a certain amount of 
the production, is that correct? 

Mr. Dran. No, these are not production reactors. These are largely 
the mobile reactors such as the submarine reactor. 

Senator SALTONSTALL. And research reactor? 

Mr. Dean. Yes. 

Senator SALTONSTALL. What we call industrial research as opposed 
to basic research? 

Mr. Dean. Some of that is included. Reactors, for example, 
where we are testing materials, to see what happens to these ma- 
terials when they are at high temperatures and high neutron flux and 
which may someday give us an answer to some of our power problems 
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Dr. Smyru. A large part of it is prototype Navy reactors. 

Senator SarronsTaLL. Then the term “industrial research’? would 
not be far wrong? 

Dr. Smyra. You could call it industrial development. It is a step 
beyond the research, It includes research but certainly goes beyond 
that. 

HOUSE CUT 


Senator SALTONSTALL. $10 million in physical research explains 
itself; biology and medicine and pp ysen operations explain them- 
selves. So that a House cut of $5.4 million is administrative per- 
sonnel and the balance is as you have just explained. 

(The following letter relating to reductions in physical research was 
received subsequent to the hearings: ) 


Aromic ENERGY COMMISSION, 
Washington, D. C., May 2, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Subcommiitee for Independent Offices, 
Committee on Appropriations, United States Senate. 

Dear SENATOR MayBank: In reviewing the hearing which we had before your 
committee vesterday, it occurs to me that the discussion of the very large amounts 
of money involved in the defense effort as a whole and in our coming expansion 
proposals may have obscured the importance of our appeal for restoration of re- 
search funds in the 1953 budget. 

You will recall that the House bill cuts these funds from $43 million to $33 
million so that the amount that we are asking be restored for phvsical research is 
$10 million. Although our expenditures for research are a relatively small frac- 
tion of our total budget, their importance is out of all proportion to their dollar 
value. 

As Mr. Dean said, “The atomic bombs of the future depend in quality and 
quantity upon the research of the present.’’ In supporting this statement, I 
want to make it clear that | am talking about the near future. Of course. the basie 
research going on now will contribute to weapons developments in the more distant 
future and is certainly of vital importance to the general technological develoy _ nt 
of this eountry, but in this letter I am talking about the results that may be of 
practical value within the next 3 to 10 vears, the same period of time during which 
new plants ean be built. 

Since research by definition is an exploration of the unknown, it is impossible to 
specifv the advantages that may be gained by it. Its probable value can be best 
explained first in terms of the areas of ignorance which hamper our present efforts 
and second in terms of recent contributions that have been valuable. 

The weapons which we are producing involve principles of nuclear physics. 
This is a subject on which our knowledge is still extremelv fragmentary. Our 
weapons also depend on electrical equipment, and on the behavior of materials 
under such conditions of temperature and pressure as have never heretofore been 
achieved on the earth. In all these fields our knowledge is seanty. The further 
study of nuclear physics, of gas dynamics, including the dynamics of explosion, of 
electrical equipment, and of high temperatures and pressures will surely produce 
information of fundamental value in the design and manufacture of future 
weapons. 

In order to produce weapons, we must have the materials of which they are 
made. Both the Hanford and Oak Ridge plants use entirely novel production 
processes. The metallurgical and chemical problems which they present open 
up fields of research in which our ignorance is almost boundless. In such matters 
as chemical separation, the behavior of metals in the presence of intense radiation, 
and the value of newly discovered isotopes, we can hope for very little advance 
without basic research in the chemical, metallurgical, and radioactive fields. 

As to examples of direct benefits to our program from basic research, I will 
cite first of all the work on nuclear physics in the decade between 1930 and 1940 
without which we would have no atomic bombs at all. Perhaps less familiar are 
the specific contributions that have been made by research in our laboratories in 
the last 5 or 6 vears. 1 will cite several examples. 
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The first is in the field of chemistry. As you know, we have recently put into 
operation at Hanford a new processing unit for the separation of our product, 
plutonium, from the material that comes out of the reactors. This process has 
been under continuous study in the Commission laboratories since the Commission 
took over from the Manhattan District (and in fact before that). Without going 
into details of the process, I can say that its successful operation today depends 
on information developed in Commission laboratories by basic research programs 
in the past few vears. 

The separation process, which is now incorporated in plans for the Savannah 
River plant, is even more efficient and has sprung even more recently from our 
basic research work. 

Another specific example is the development of purification and processing 
methods for zirconium which make it possible to use this metal. At present it is 
being used in the first submarine reactor and promises to be of great value 
elsewhere. 

As another example, I would mention the detection and analysis of Russia: 
bomb explosions. One important method for doing this uses instruments origi- 
nally developed for basic research programs having no apparent relation to 
military or intelligence questions. 

In general, the information obtained from our basic programs of research in the 
physical sciences is so large in quantity and diverse in character that most of its 
contribution to our military program can hardly be segregated in specific examples 
such as I have cited. It is, nonetheless, very great. 

There is another aspect of the proposed cut in our research funds which I would 
like to mention. By its nature, basic research is a continuing process involving 
month after month and year after year of steady work. To be valuable, a re- 
search program must maintain momentum. It takes many months to get a pro- 
gram under way and only a few weeks to destroy it. Research cannot be turned 
on and off like water from a spigot. Even highly trained men need to be in a 
program for months before they are effective. With the present shortage of 
scientific personnel, it is very difficult to restaff a project at all, and even when 
possible, the new men will not be effective for some time. For these reasons | 
believe it is more important to maintain a sustained efort in our basic research 
program than in almost any other part of our activity. 

Finally, I should mention the importance of our research program in training 
new scientists. At present the Atomic Energy Commission employes a large 
fraction of the young men being educated in science and engineering in this country. 
Many of them receive the later stages of their training in the researeh programs 
which we support at various universities. To reduce the support of such pro- 
grams will severely curtail the supply of young scientists so greatly needed both 
by the Atomic Energy Commission and other branches of the defense effort. 

‘T have not attempted to give you a detailed account of the severe effect on our 
program of the cuts in our budget proposed by the House of Representatives. 
We have such data available if you desire them. 

In summary, I believe the proposed cut in our research budget for the physical 
sciences will materially reduce the number and effectiveness of the weapons which 
we can make in the next 5 years. 

I would appreciate the inclusion of this letter in the record of the hearings if 
that is possible. 

Sincerely yours, 
H. D. Smyrn. 

Mr. Borer. That is on the operating program. 

Senator SALTONSTALL. Now, they have also cut down a certain 
amount of your building up of inventories, is that not correct, between 
$6 and $7 million? 

Mr. Boyer. That is correct. 


PLANT AND EQUIPMENT 


Senator SALTONSTALL. Then you come to the new plant and 
equipment. The big one is weapons facilities, $27.5 million. What is 
that? If we cut that out, what would be the effect? 

Mr. Boyer. A large percentage of that, Senator, would come out of 


the storage facilities. The program has already been approved. 
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This is to earry out the addition of storage facilities that are already 
in the program. . 

Senator SALTONSTALL. In other words, the we apons are being built 
up and this would provide a place to store them? 

Mr. Boyer. That is correct. 

Senator SALTONSTALL. If vou did not have a place to store them, 
you would have to either cut down or leave them out in the air, so 
to speak. 

Mr. Dean. These are very expensive storage arrangements, very 
secure, below the ground, with special temperature conditions and 
everything else. The alternative would be to place some shacks on 
the ground and take a calculated risk, 


REACTOR FACLLITY 


7 million for reactor development 


Senator SALTONSTALL. Then $23 
facilitv. What is that? 

Mr. Boyer. That will cut out some of the prototype reactors that 
we contemplate building in order to eee further the possibilities 
of cheaper fissionable material production by the reactor route. 

Senator SALTONSTALL. And also it would probs ibly cut back on some 
of vour mobile reactor programs, would it not? 

Mr. Boyer. And would slow up some of these programs that look 
toward the naval and aircraft reactors. 

Senator SALTONSTALL. What vou are doing is evolving new methods 
of doing this work which you figure will be cheaper and more efficient. 

Mr. Boyer. That is correct. 

Senator SALTONSTALL. And if this were eliminated? 

Mr. Boygsr. That would be cut down. 


LABORATORY EQUIPMENT 


Senator SALTONSTALL. ‘“‘Equipment not included in construction 
projects, $11 million.”’ What is that? 

Mr. Boyrr. That is essentially laboratory equipment and the type 
of equipment that goes inside the structures, machine tools and the 
like. 

Senator SALTONSTALL. So if we did not include that and allowed 
you bricks and mortar, you would have nothing but bricks and 
mortar? 

Mr. Boyer. That is correct. 

Senator SALTONSTALL. Are all these equipment projects under way 
at the present time? 

Mr. Boyer. No; there are some that are in programs that are 
under way and there are others that are to be initiated upon approval 
of this budget. 

Senator Fercuson. Can they be built in any smaller units? With 
atomic energy going as it is and the cost of construction and all, 
would it not pay to make them in smaller units? 

Mr. Boyer. Are vou referring primarily to the development type 
of structure? 

Senator Frerauson. Yes, buildings, and so forth. You said the 
buildings were going along. This is for equipment and machinery 
inside the buildings? 
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Mr. Boyer. The buildings for the operation we carry out, those are 
designed in what we term “‘Spartan simplicity.”” We are exerting every 
effort to keep them simple and keep them in balance with the require- 
ments. We want them functionally correct. 

Senator Fercuson. But can you build one-half the size or different 
size of the unit? 

Mr. Boyrr. If you reduce the size, of course you reduce the scope 
of the program. 

Senator Freracuson. Yes, the scope, but you can still carry on. 
That is the question. 

Mr. Borer. That is correct. 

Senator Ferauson. I understand now that the cost of operation is 
about $2 billion a year. 

Mr. Poyrer. No; that is the figure that would be realized after the 
proposed expansion 

Senator krrGuson. The whole, after you get these in? 

Mr. Boyer. That is right. 

Mr. Dean. And the expanded program we are talking about. 

(Discussion off the record.) 


PLANT CONSTRUCTION 


Senator SatronsTaLL. May I ask this question: On these plants 
that you are building now, how many of them are being built on a 
cost-plus basis and how many on a fixed-contract basis? 

Mr. Boyer. The large projects such as Savannah River and 
Paducah are built on a cost-plus-fixed-fee basis. The reason for that 
is that the sense of urgency does not permit us to take the time to 
develop the plans through an engineering design which would permit 
making an accurate estimate on which you could base a lump-sum 
bid. 

Senator SALTONSTALL. So that all your big plants today and all 
vour future construction is still being done on a cost-pius basis? 

Mr. Borer. That is correct. I would like to add, however, that 
to the fullest extent possibie, subcontracting is on unit price or lump 
sum basis wherever we can follow that course. For example, in pur- 
chasing the ready-mixed concrete, in purchasing concrete pipe, in 
having roads built, in many cases we can get competition and get unit 
price bids and bids on elements. So that while we say the prime 
contract in the case of Savannah River, that is a cost-plus-a-dollar 
fee, at Paducah we have cost-plus-a-fixed fee, with a big contractor 
there, McGraw, subcontracting at both places is handled as far : 
possible on the basis of lump-sum bids. 

Senator SALTONSTALL. Is the time not coming when you can do 
this on a contract basis? 

Mr. Boyer. I think, Senator, you will find that may be a long time 
off when you are faced with the need of starting construction almost 
simultaneously with the plans. In other words, you want it built as 
quickly as possible. It is interesting to note that in certain industries 
there has been a marked tendency or trend toward the cost-plus-some- 
type-of-fixed-fee contract for essentially the same reason. In many 
cases they want a piece of processing equipment. They find they do 
not want to take the delay to work out all the plans and they will 
work out a cost-plus-fixed-fee arrangement. 
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OPERATING COSTS 


Senator SaLronstTaLL. Now, may I ask this question—Senator 
Ferguson asked it. Your operating costs now are about $500 million. 
What is your capital outlay now? 

Mr. Boyer. Actually if you will notice from the statement you 
have before you, on page 6, the budget estimate there for 1953, fiscal 
1953, shows the total operating cost at $767,800,000 plus those in- 
creases in stores inventories, reactors materials, and so forth, bringing 
the 1953 request up to $801,500,000. 

Senator SALToNsTaLL. That is your operating cost today? 

Mr. Boyer. That is correct. The capital cost is shown ei that 
in plant equipment obligations requested for the 1953 budget to 
$453,500,000. 


INVESTMENT IN PLANT AND EQUIPMENT 


SENATOR SALTONSTALL. What is your present plant and equipment 
worth? 

Mr. Boyrr. Are you interested now in the present equipment? 

Senator SaLTonstauu. 1 thought eventually you said you would 
have $8 billion in capital. 

Mr. Dean. Eight billion dollars would be the total expenditure 
through fiscal year 1953, for operating and plant and equipment. I 
think the plant and equipment figure would come in the neighbor- 
hood between five and six. 

Mr. McCarrny. Between five and six billion on the basis of our 
presently authorized program. The completed plant would cost 
between $5 and $6 billion. 

Senator SALTONSTALL. What is the present capital outlay? 

Mr. McCarruy. The present completed plant is roughly $2 billion. 
There is a balance of about $3 billion of work in process, construction 
to be done under our presently authorized program. 

Senator SALTONSTALL. So that you have approximately $5 billion 
of capital construction authorized today with $801 million operating 
cost, whereas when you are fully carried forward, you will have $6 
billion capital and $2 billion operating; is that correct? 

Mr. McCarruy. The completed capital plant after the proposed 
expansion will be in the neighborhood of $10 billion, with a $2 billion 
annual operating cost for the program. 

Senator SaLronstALu. In other words, you will expand your capital 
about twice what you have now and you will expand your operating 
2), times? 

Mr. Boyrer. We had that same discussion, if you will recall, the last 
time we were talking about our budget. At that time we made the 
point, that for the present expansion, when we had it finished, our 
operating level would be in the neighborhood of $1.2 billion, something 
like $1.2 billion, with the plant that Mr. McCarthy said would repre- 
sent an investment of $5 billion. Now we will add roughly $4.5 billion 
to that, which is the expansion. That will bring you up to almost 
$10 billion. Your operating cost will then go up to roughly $2 billion. 
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EXPENDITURES TO DATE 


Senator SALTONSTALL. You have spent according to the Treasury 
statement of April 28, 1952, in this fiscal year $1,292,009,561.76. How 
much money have you got left? How many of your appropriations 
do you have still av: ailable? 

Mr. McCarruy. The availability at the beginning of the vear, 
Senator, was $2,153,000,000. We expect to spend this vear roughly 
$1.7 billion. 

UNEXPENDED FUNDS 


Senator SALTONSTALL. That leaves you $400,000,000 carried over. 

Mr. McCarruy. Our expenditures this year, our payments to date, 
have been $1,169,000,000 on our books. The Daily Treasury State- 
ment figure is what, Senator Saltonstall? 

Senator SarronstaLL. On April 28 you had spent $1,292,000,000. 

Mr. MeCarruy. Our expenditures here show $1,169,000,000 as of 
the end of March. We started off with cash availability at the begin- 
ning of the year—let me go back and give you these correct figures—of 
$3,087,000,000 including the 1952 appropriations to date. We are 
estimating we will spend $1.7 billion, roughly $1.8 billion, this fiscal 
year, which starts us off with roughly $1.2 billion unliquidated obli- 
gations come June 30 next. 

Senator SaurronstaLu. They will be obligated? 

Mr. McCarruy. They will be obligated. 


1953 OBLIGATIONAL AUTHORITY 


Senator SALTONSTALL. So that on this estimate that vou submit for 


= House, of $1,300,000,000, you would expect to spend in the fiscal 
ar 1953 or you would have available to spend $2,500,000,000? 

‘ee McCartny. That is correct. 

Senator SALTONSTALL. On construction and operating? 

Mr. McCartuy. That is correct. 

Senator SavronstaLu. Of which you would expect to spend about 
$801 million on operating, and the rest on construction? 

Mr. McCarruy. Yes. Our construction will run much higher 
because the expenditures will be largely from the unliquidated balances 
as of June 30,1952. These will be just obligations of four hundred-odd 
milion dollars in 1953 from the new appropriation. We will have 
unexpended balances from prior vears. 

Senator SALToNsTALL. You had available at the start of the vear 
3 billion 87 million dollars. That is all vour previous balance? 

Mr. MecCarruy. That is correct, including appropriations for 1952 

Senator SALTONSTALL. You spent out of that $1,700,000,000? 

Mr. McCarruy. That is right. 

Senator SALTonsTaLuL. That would leave you 1 billion 200 million 
dollars as a carry-over to start July 1, 1952. 

Senator ELLENDER. Will that amount be considered a deficit? 

Senator SaLronsTaALu. It will be a charge against the expenditures 
for next year. 

Senator ELLENpDER. Although we have the money there? 

Senator SaALTonstaLL. That is correct. 
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Senator MaysBank. That is only carrying out the contracts in 
Savannah and Paducah which were held up for a short time because of 
lack of steel. 

Senator SALTONSTALL. So it is $2,500,000,000 with any new requests 
you may have come in? 

Mr. Boyer. On the expansion program, that is right, sir. 

I would like to point out one stateme nt we did make and that is the 
impact of the expansion program in 195 I think we had testimony 
in our previous hearing 

Senator MayBank. Off the record. 

(Discussion off the record.) 


COST-PLUS-FIXED-FEE CONTRACTS 


Senator ELLENDER. I would like to ask a few questions with respect 
to this cost-plus-fee basis. What is your yardstick in actually fixing 
a fee for a contract? : 

Mr. Boyer. Senator, we have made quite a study of what is a 

easonable fee. We have reviewed other people’s practices and we 
‘oan established a guide for our field offices in making their contracts, 
and they do not exceed that guide. 

Senator ELLENDER. What part does the amount vou spend play in 
determining this fee? 

Mr. Boyer. We make the best approximation we can at the start 
of the job. Where we do not have definite engineering designs, we 
know the scope of what is to be expected of the contractor and he can 
get an idea of what he thinks the man-hours will be and the dollars 
will be, and so forth. 

Senator ELLENpDER. Let us assume that the cost of this project 
would be X dollars, but instead of being X dollars it is a third more 
than you figured; does the fee go up? 

Mr. Boyer. Not if there is not a change in scope. 

Mr. Dean. We do not use the fee-plus-pe ‘reentage-of-cost. 

Senator MaysBank. As I understand, vou have 16 amendments? 

Mr. Dean. Yes. 

Senator MayBpank. Why not let vou make a résumé of them? I 
think the committee is pretty well aware of your troubles. Certainly, 
lam. We will let you get through that before we ask you any 
questions, because this thing we are talking about is in the future. 

Mr. Dean. Could I delegate this to Mr. McCarthy on these amend- 
ments? 

Senator MAYBANK. Yes. 


PROPOSED AMENDMENTS 


DELETION OF LANGUAGE ON BUDGET SEPARATION 


Mr. MceCarrnuy. On appendix A, we have summarized the amend- 
ments. Our first amendment, on page 6 of the bill, lines 3 through 6, 
proposes the deletion from the operating expense appropriation of the 
language authorizing the procurement of passenger motor vehicles 
and aircraft and we propose a transfer of that to the plant and equip- 
ment appropriation where the funds are provided. 
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In splitting the appropriation, the House left the authority in the 
operating appropriation. It should be in plant and equipment. 

Senator SALTONSTALL. That does not agree with what you say here. 

Mr. McCarruy. We bracket it out there, Senator, and over on 
page 2 of the appendix, which follows page 42 of our write-up, at the 
bottom of the page, under the plant and equipment appropriation, 
we put in the same language so that we delete it in one place and 
insert it in another. 


NEWSPAPER AND PERIODICAL LIMITATION 


The next amendment, amendment No. 2, on page 6 of the bill, line 
9, we revise the newspaper and periodical limitation. Our estimate 
was for $8,000. The House has allowed $4,000. We are asking 
restoration to the $8,000 limitation for newspapers and periodicals. 
It remains the same as our estimate. It has been the same for quite 
a number of years in spite of our additional offices in the field. 


TRAVEL 


In amendment No. 3, page 6, line 10, we are asking for the restora- 
tion of the amount requested in the estimate for expenses of travel, 
the $3,345,000 which the House cut by 33% percent. 

Senator MaysBank. Why do you need that money? 

Mr. McCarruy. The House, in its report, in cutting travel gener- 
ally in the independent offices bill, was hitting strongly at the admin- 
istrative travel. A great part of our travel is in connection with our 
security shipments, exploration work and weapons tests. 

Mr. Boyer. Something like $1,100,000. 

(Discussion off the record.) 

Mr. Boyer. When we ship fissionable material from one area to 
another, we have guards go along with that material. 

Senator MayBank. And you do not ship it by train? 

Mr. Boyer. We may. 

Senator Maybank. In other words, while this $3,300,000 seems so 
much for travel, $1,100,000 is really for the protection and security, 
for guards to go along with the material exploration and tests? 

Mr. Boyer. That is right. With the increasing number of loca- 
tions for our plants, we have need for more people to travel to and 
from those locations. 

Senator Maysank. But they are traveling with these various secret 
materials and with guards? 

Mr. Boyer. In addition to that. 

Senator MayBank. $1,100,000 of the $3,345,000 is used in large 
part for the protection of fissionable material transferred from one 
place to another? 

Mr. Boyer. That is right; but the other travel requirements have 
gone up because of the additional locations we have now. 

Senator Maysank. The major part of the $1,100,000 is not travel 
at all; it is guard service. 

Senator THyr. Why do you have to purchase newspapers and 
periodicals? 
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RADIO BROADCASTS 


Mr. McCarrny. There are two reasons, Senator. In the Atomic 
Energy Commission this covers not only newspapers but covers the 
transcripts of radio broadcasts. 

Senator Maynank. What radio broadcasts? 

Mr. McCarruy. Of the various radio broadcasts. 

Senator MayBank. It looks to me es though the radio stations in 
the United States ought to give it to you for nothing. They would 
not be operating unless authorized by the Government. 

Mr. Sauispury. They do not maintain any service by which we 
can get the transcripts expeditiously. We employ a monitoring con- 
cern and specify the boradeasts for which we want the transcripts 
quickly. 

Senator Maysank. How about foreign broadcasts? 

Mr. Sauispury. No; not foreign. We get them from the State 
Department and DOD monitors. We do not pay for that. 

Senator Tuyr. What do these transcripts cover? 

Mr. Sauispury. They cover news and commentary on matters of 
atomic energy. 

Senator Tuye. In other words, some one has gathered information 
from atomic sources and they are going to put this on the air and they 
must file a transcript with you? 

Mr. Sauispury. No, sir. They put it on the air and we get a 
transcript of what is said for purposes of examination to detect and 
trace down the source of any possible security infractions; also, to 
find whether there are errors of fact that will mislead listeners, and 
cause harmful rumors, so that in either case you can take appropriate 
action. 

Senator Ture. If they have violated the security measures, what 
good does it do you to learn about it after the *v have violated them? 

Mr. Sauispury. In a good many cases, We want to discover what 
is the source of the unauthorized issuance and prevent it from occur- 
ring again. Unless you have the text that goes over the air or 
appears in the press, you have no means of knowing what has gone 
out so that vou can investigate to see what the source of unauthorized 
issuance could be, and take steps to protect security for the future. 

Senator THyr. When you purchase newspapers, do you purchase 
a copy of all the papers? 

Mr. Sauissury. No, sir; not by any means. We have 12 field in- 
stallations which subscribe to the local press, and then we do a sampl- 
ing job on a national basis out of Washington. ‘The total subscrip- 
tions I do not have exactly in mind, but they will run to something 
around a hundred. 

Senator Toye. When you say “local,’”’ do you check the local paper 
for the possibility of giving out information, or is that for the con- 
venience of the personnel? 

Mr. Sauispury. Notatall. It is to check on the matter of possible 
security infraction and on the matter of accuracy of information. 

Senator Tuyr. With respect to the item ‘‘Entertainment,’’ what 
is that? 

Mr. Dean. We have used that principally for foreign visitors who 
have come to this country in connection with our program. 

(Discussion off the record.) 
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ADMINISTRATIVE PERSONNEL 


Mr. McCarruy. With respect to amendment No. 4, Mr. Chairman, 
the estimate as submitted did not provide a limitation on the ‘program 
direction and administration personnel.’’ The House, in reporting 
out the bill, provided a. limitation on both the Washington people 
and those in the field. We are requesting in this amendment. to 
merge the Washington and the field amendments into one limitation 
for “‘program direction and administration personnel” and asking the 
amount in the estimate. 

Senator MaysBank. Was there testimony before the House on that? 

Mr. McCarruy. No, sir; there was not. 

Senator Maysank. All vou are asking us to do is what you did 
not ask the House to do: to merge those two items? 

Mr. McCartruy. To merge the two of them. 

For the two of them, the cut was $4,200,000 in personnel services; 
$5,400,000 in the total program, and $4,200,000 applied to “Personal 
services.”’ 

Senator MaysBank. What are the “Personal services’’? 

Mr. MeCartruy. The ‘‘Personal services” in this program amount 
to $27,722,000. 

Senator Maysnank. What do they do? 

Mr. McCarruy. These are the people in the Washington head- 
quarters and in the administration of the program in the various field 
offices. They consist of the manager’s staff, the accounting people, 
the construction people on our staff, and the small research staffs 
directing the research program, and the production program. 

Senator Maysank. Who has the program to see who goes in the 
plant and works? 

Mr. MeCarruy. They come under the security branches. 

Senator Maysank. I know the security problem is quite a problem 
down home, if I may again refer to home. 

Senator ELLENDER. How had you been handling the matter before 
and why is there this change? 

Mr. McCarruy. In the estimate submitted there has been no 
limitation on these people. In 1952, we did have a total dollar limita- 
tion, but we were not subject to the Jensen amendment. 

Mr. Dean. It gives us no flexibility. For example, we did want 
sometime to bring down a few raw-materials people 


JENSEN AMENDMANT 


Senator Maynank. Before you answer the question of Senator 
Ellender, you mentioned the Jensen amendment. <A lot of people 
have come to testify on the Jensen amendment in favor of substitut- 
ing the Ferguson amendment for the Jensen amendment. This has 
been the substance of our hearing. 

If you can address yourself rather to the amendment now in ex- 
istence, I think we will have it clearer. 

Mr. McCarruy. In the proposal we are making here, it would 
give us the flexibility between people in Washington and the people 
in the field. 

We presently have under way a survey of some of the functions, as 
to whether they are more properly located in the field, performed in 
the field, rather than in Washington. 
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If we were bound with these amounts, we could not switch the people 
and the functions, and we are asking here to have it in one lump so 
that we can make the determination and switch the people, if necessary. 

Senator ELLeNpER. It will not be the expenditure of more money? 

Mr. McCartuy. That is correct. 

Mr. Boyer. Let me be sure we are clear on one thing. We have 
not had a split between Washington and the field before. This is a 
new arrangement as far as we are concerned. 

Senator E.LenpER. What brought it about? 

Mr. Boyer. [| think it is stated in here or indicated that it was to 
keep from staffing the Washington offices too large, to keep them from 
growing. 

In an organization such as we have here, that is growing and expand- 
ing, we must have the flexibility to determine where the people can be 
most efficiently used, and I do not think you can make that split 
arbitrarily by splitting the dollar. 

Furthermore, as it was brought out previously, this reduced the 
total dollars. In fact, this would reduce the dollars below what we 
have approved at the present time. So that we are asking for the 
restoration of dollars and the elimination of the split in order to have 
the ability to set up our organization and manage it as we think 
most efficient. 

Senator MayBank. Will you continue, Mr. McCarthy? 

Mr. McCarrnuy. The next item is on page 2 of appendix A, amend- 
ment No. 6. 

Senator SALTONSTALL. You slipped over the fact that you are 
asking for $92 million. 

Mr. McCarruy. That is right. 

Amendment No. 5 is very important. It requests the restoration 
of all but $1 million of the estimate in the operating appropriations 
and which we had run through a little earlier in terms of the various 
programs. 

PERSONNEL EMPLOYEE RATIO 


Amendment No. 6, on page 2 of the appendix, provides for exe mp- 
tion of the Atomic Energy Commission from section 108, which is 
the 1-to-135 personnel ratio contained in the independent-offices bill, 
and section 406, which is the Jensen amendment. Section 108 is the 
prohibition against having personnel people over and above the 
ratio of 1 to 135. 

This particular ratio, in case of a build-up of personnel required in 
the Commission, of course would mean that we would not have the 
personnel people on hand to do the recruiting and hiring and the 
processing of people in advance of the time we need them. 

(Discussion off the record.) 

Senator MaysBank. For the record, you are asking the same 
privilege insofar as the Jensen amendment is concerned as was re- 
quested last year and granted? 

Mr. McCarruy. That is correct, 

Senator MayBaNnk. Because you coaiiied vourself tied in with the 
military operation? 

Mr. Dean. It is the defense effort. 
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Mr. Boyer. I think if you put both of those sections in there that 
we are requesting exemption from, the 108 and the Jensen amendment 
or the substituted Ferguson amendment-—— 

Senator ELLENDER. Which was allowed you last year? 

Mr. Boyer. That is right. 


PURCHASE OF AIRCRAFT AND MOTOR VEHICLES 


Mr. McCarruy. The next amendment, amendment No. 7, under 
plant and equipment, would be to insert the provision for purchas: 
of aircraft and passenger motor vehicles. We use aircraft at the pres- 
ent time for air patrol at our Hanford plant, and in the 1953 budget, 
we are asking for replacement of one plane. 

Senator SALTONSTALL. This would be for replacement of a plane 
at Hanford? 

Mr. McCarrnuy. That is right. 

Senator Maybank. In the interest of protecting the plant? 

Mr. McCartuy. That is right. 

Senator SALTONSTALL. The purchase of 123 new automobiles is for 
new operating plants? 

Mr. McCartuy. That is right. 

Senator SALTONSTALL. Why do you need so many new automobiles? 

Mr. McCarrnuy. Of the number 123, approximately 106 are for 
additions at the Savannah River plant through the fiscal year 1953, 
because there we will be getting additional operating people on and 
wil need additional vehicles. 

Senator Maynank. Those cars are all pooled? 

Mr. McCarruy. Those cars are operated out of pools entirely. 

Senator ELLENDER. What was your request to the House? 

Mr. McCarruy. Our request to the House was for a total of 450 
of which 327 were for replacement of old cars and 123 were for new 
vehicles. 

Senator ELLENDER. How much did they allow you? 

Mr.. McCarruy. They allowed us a total of 225, of which 165 would 
be for replacement. 

Senator ELLENDER. They cut you almost in half? 

Mr. McCarruy. Almost in half. 

Senator THyr. Why is there the need for these cars? Why do your 
personnel have to have the automobiles? 

Mr. Boyer. I might comment on that. 

For example, at Savannah River, we have 225,000 acres of land. 
These projects are widely separated. In order for the people to get 
around to them and exercise the proper type of supervision, there must 
be some form of transportation. 

Now, the same situation will apply at Hanford, where there is this 
tremendous area. Even in Puducah, there are some 6,000 acres. So 
that transportation is very important so that the people can get 
around and get around quickly. 

Senator Tuyr. Once the plant is constructed and in operation, do 
you have a person that must go from this plant to that plant daily? 

Mr. Boyer. Certainly. I think to have the proper type of super- 
vision, the proper type of maintenance, and for the use of the AKC 
staff from time to time, there must be transportation available for 
the people to go around. 
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CONSTRUCTION CONTRACTS 


Senator Maysank. It has nothing to do with transporting the 
contractors? 

Mr. Boyer. The contractors’ cars are in here, as I understand it. 

Senator MayBank. These are mainly for use of the contractors? 

Senator Tuyr. You mean that construction company A goes down 
here and takes a job to construct this and you have to furnish the 
car for that construction company to move about? 

Mr. McCarruy. Yes. 

Senator Tuy. And it is under a cost-plus contract? 

Mr. McCarruy. Yes. 

Senator Tuyr. Why do they not have their own cars? 

Do you furnish them the air compressors? Do you furnish them 
the drag lines and the power shovel? 

Mr. Boyer. Yes. 

Senator Tuyr. You furnish everything to them? 

Mr. Boyer. Sure. 

Senator Tuyr. What do they furnish? 

Mr. Borger. They furnish the top management. Where they have 
a fee, there will be an overhead, administrative overhead, which they 
absorb. 

Senator Tuy. Would it not have been just as cheap to have con- 
tracted with the man who had all that equipment without your buying 
all that equipment? 

Mr. Boyer. If you do, you are paying rent for it. 

Senator Satronsrauu. Actually, du Pont Co. is doing the Savannah 
job for $1? 

Mr. Boyer. Yes. 

Senator Tuyr. They are furnishing the technical know-how? 

Mr. Boyer. They are furnishing the management know-how for 
carrying out that work. 

Senator Taye. You furnish the man to operate the power shovel? 

Mr. Boyrr. We pay for that man. 

Senator Tuyr. They bring the man in? 

Mr. Boyer. They hire him and they pay him. We reimburse them. 

Senator Tuyr. How many power shovels have you on the job? 

Mr. Boynr. I do not know how many we have. They seem to be 
sticking up all over the place. 

Mr. Dean. It is a terrific earth removal job, as big as the Panama 
Canal on earth removal. 

Senator Tyr. There is no way of hiring a contractor with this 
equipment? 

Mr. Boyer. If you hire him with this equipment, you pay him a 
rental for that equipment because that equipment has a value to him. 
That is standard practice in industry with cost-plus-fixed-fee. 

Senator Tuyr. Does the contractor use this automobile to go from 
his own home? 

Mr. Boyer. No indeed, he does not. We watch that very care- 
fully. 

Senator ELLENDER. They are not used off the premises? 

Mr. Boyrr. They are not used off the premises. Or, if they are 
taken off the premises, it must be for business reasons. 
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At Savannah River, for example, we have checks. Any car that 
goes off the site must be checked in when it leaves the site and checked 
out. 

Senator SALTONSTALL. Theoretically, the cost-plus at Savannah is 
actually the overhead cost of du Pont, out-of-pocket expenses without 
a dollar of profit? 

Mr. Boyer. Their fee is $1. 

Senator SALTONSTALL. They are doing that job and you are paying 
them for their best management and their overhead for doing’ the 
work? 

Mr. Boyer. That is correct. 

Senator ELLeENDER. You talked of a contract by McGraw. 

Mr. Boyer. That is right. 

Senator ELLENDER. Is he hired by du Pont? 

Mr. Boyer. No. He is the prime contractor at Paducah. 

Senator SALTONSTALL. He is getting a fee? 

Mr. Boyer. Yes, - is getting a fee. 

Senator Maynank. Go ahead, Mr. McCarthy. 


PLANT AND EQUIPMENT 


Mr. McCarruny. The next amendment, Mr. Chairman, has to do 
with the plant and equipment item in which we are asking restoration 
to the amount of the estimate. This is where the House cut the plant 
and equipment item, and we are asking restoration of the amount 
involved in the estimate. 

Senator Mayspank. How much? 

Mr. McCarruy. To $453 million—roughly a $82 million cut was 
made by the House. 

Senator Maynank. If we restore this, do you think we will 
through these things quicker? 

Mr. Boyer. Indeed we will. This is for the plant and equipment 
portion of it. Some of the programs will be definitely limited. | 
mentioned the case of the weapons storage facility, which is a very 
important facility. 

In the case of the production plant, there are facilities there that 
are required to carry on the program as now conceived. If we do not 
get those, it will be a definite interference with the program. 

Senator ELLENDER. Do you purchase all this equipment, such as 
draglines, bulldozers, and cars on a bid basis? 

Mr. Boyer. It may be purchased or rented, depending on what. is 
most attractive and appropriate for the situation. 

Senator ELLENDER. As to those that are purchased? 

Mr. Boyer. The automobiles that are purchased are purchased 
through the General Services Administration. 

Senator ELLENDER. And your draglines? 

Mr. Boyrer. Draglines and trucks would be purchased on a com- 
petitive basis if they were out on the open market. 

Mr. Dean. I think you will find on the Savannah River job, while 
it is cost-plus-fixed-fee prime contract, that approximately 40 percent 
of the total cost of the project is on competitive lump-sum bid 
unit price procurement. This would include subcontractors who are 
lump sum or unit price. So the total at Savannah River, despite the 
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fact that it is cost-plus-fixed-fee prime contract, will be approximately 
40 percent or more lump sum or unit price procurement. 

Senator ELLENDER. All of that is supervised by du Pont? 

Mr. Dean. Yes, sir; they would be subcontractors to the prime 
contractor. 

Mr. WiuutaMs. Also with respect to the excavation down there, 
where a lot of the dirt removing equipment is required, it has been 
on a unit-price basis where the contractor brings his equipment in 
and does the job for so much a yard on a competitive basis. 

There has been a considerable amount of work by that method, so 
we did not have to buy the equipment. 


SEPARATION OF BUDGET ITEMS 


Mr. MeCarruy. The next amendment, Mr. Chairman, is a teeh- 
nical amendment, really a bookkeeping amendment. The House in 
providing the two appropriations provided under the operating appro- 
— that the unexpended balance as of the end of this current 

ar would be brought forward and be available for payment of 
ciliates previously incurred for the construction of plant and the 
ue quisition of equipment. 

There should be provision in the plant and equipment appropriation 
to bring those balances forward in the proper —— ition, 

This has been discussed with the ( ‘omptroller General and in his 
letter in appendix B, the last paragraph on page 1, he refers to this, 
and points out: 

This is desirable from the standpoint of accounting, audit, and administrative 
operations since all funds for the same purposes would thereby be consolidated 
under the one appropriation head. 

The Comptroller General has concurred in that. 

Senator SAvTonsTALL. The only thing on that is if we decide to 
keep separate the operating expenditures and the capital construction, 
you say we should put in this paragraph as you have it? 

Mr. McCarruy. That is right. 

Senator SaALTONsSTALL. While you would like to go back and con- 
solidate the two, if that is not done this paragraph is necessary? 

Mr. McCarruy. This paragraph is necessary in the plant and equip- 
ment appropriation. 


ARCHITECT-ENGINEER WORK 


The next amendment, or amendment No. 11, is to permit the 
Commission to start architect-engineer work on projects not previously 
in the budget. 

Senator MaysBank. That is $250,000? 

Mr. McCartruy. Yes. The first one is the exception for the archi- 
tect-engineer work. The other proviso is to permit construction 
projects estimated to cost under $250,000. In other words, the 
prohibition would apply only to construction projects estimated 
cost in excess of $250,000. 

The provision which we have for the current vear, which was put 
in by this committee in our previous appropriation act, gives us the 
authority up to $500,000. We are proposing this at $250,000 to 
permit the Commission to have leeway on smaller projects. 


95711—-52———_44 
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Item No. 13 again inserts the exception for the architect-engineer 
work, which would permit that work to go forward, which is the basis 
many times for getting firm plans and firm cost estimates, 


BUDGET PROCEDURE ON URGENT PROJECTS 


In Amendment 14, the proposal here is to put back into the languag: 
the proviso presently in the appropriation act which would permit 
the Commission to certify projects of technical and production facil- 
ities where they are urgent and in the interest of national defense and 
security to the Director of the Bureau of the Budget and permit those 
projects to be started without previously having been in a budget. 

Senator MayBank. You would have to come back to the Appro- 
priations Committee? 

Mr. McCarruy. That is correct, sir. 

Senator SALTONSTALL. If that is done, if this thing is put in and 
this language that you now request, you might as well strike out the 
whole proviso. 

Mr. Boyer. I think you must keep in mind we have had that 
proviso in the past which permitted us to move on projects that were 
urgent and necessary for the weapons program. 

We can visualize that there may be situations arise where Congress 
is not in session and it is apparent to the Commission and to the Bureau 
of the Budget that these facilities be started in order to advance 
the program. 

This would give us the opportunity to start those projects without 
any delay. 

Senator SALTonsTALL. If the Senate and the House hesitate on the 
new supplemental budget which you are going to bring in, this pro- 
vision really gives you an awful lot of leeway. 

Mr. McCarruy. Yes; 1 would say it would. 

Senator SALTONSTALL. You might just as well strike out this whole 
proviso and say, ‘‘Go ahead.”’ 

Kither vou are going to do what it says, and not construct anything 
the cost of which exceeds 35 percent of the estimated cost as provided 
in the budget, or strike it all out. 

Mr. McCarrtuy. The difference is this: Whereas the items under 
A and B there provide exenptions or areas in which you can work for 
all types of construction, the proviso under 14 limits it to technical 
and production facilities and will not permit you to start out with 
communities or the general type of facility. 

(Discussion off the record.) 

Senator Maysank. Go ahead, Mr. McCarthy. 


EXEMPTION FROM CONTRACT AUDITS 


Mr. McCartuy. Amendment No. 15 is a proposed insertion in a 
paragraph which was inserted in the bill on the floor of the House. 

The paragraph provides that the Commission, on any negotiated 
contract, must include a clause to the effect that the Comptroller 
General of the United States may audit such contracts. 

We are asking for an exemption here in the case of contracts with 
any foreign government or any agency thereof and contracts for 
source material with foreign producers. 
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Senator MaysBank. Why is that? Of course, I understand a lot of 
it comes out of the Congo. 

Mr. Jounson. Most of our foreign contracts are with foreign gov- 
ernments. The foreign governments have nationalized uranium, and 
it would be quite difficult, I think, to get their permission to audit 
their books. They give us certified statements. We do request and 
do get such supporting documents as we want. 

Senator MaysBank. You can get what you want, but you do not 
have permission to audit the books? 

Mr. Jounson. Yes. 

Senator Mayspank. How about Brazil? 

Mr. Jonnson. We have no contracts with Brazil. 

(Discussion off the record.) 


TRANSFER OF FUNDS 


Mr. McCarrny. The last amendment, amendment 16, covers two 
paragraphs. ‘The first paragraph provides that if the two appropria- 
tions go into the bill, that the Commission may initially use either 
appropriation to finance the procurement of material, services, or 
other cost, and then make adjustments between appropriations on a 
cost or actual use basis. 

This has been discussed with the Comptroller General and is the 
subject of the last paragraph of his letter in which hé states: 

I feel that this amendment is required in order that there be an adequate dis- 
closure of the actual use of the funds. In the absence of such an amendment, I 
am deeply concerned about the possibility of charges to appropriations being 
arbitrarily determined at the time purchases are made or contracts are awarded 
without subsequent adjustments, on the basis of actual use, being made. Fur- 
ther, the audit problems, both on the part of your own auditors and the General 
Accounting Office auditors, would be practically insurmoutable in determining 
the appropriation properly chargeable. The best that I could expect my auditors 
to do would be to determine that the appropriation charged is available for the 
type of expenditures involved and that the appropriation so charged has not 
been exceeded, since there are so many common-use items properly for charging 
to either appropriation. 


LOYALTY INVESTIGATION OF FELLOWSHIP 


Senator Maynranx. The Federal Bureau of Investigation wants to 
be relieved of checking these fellowships, and so forth. 

Do you have any comment to make? 

They have asked us to put an amendment in the bill with respect 
to the section which reads as follows: 

No part of any appropriation contained in this title for the Atomic Energy 
Commission shall be used to confer a fellowship on any person * * * with 
respect to whom the Commission finds, upon investigation and report by the 
Federal Bureau of Investigation on the character, association and loyalty of 
whom, that reasonable grounds exist for belief that such person is disloyal to 
the Government of the United States. 


Mr. Dean. There is some general legislation pending, as you 
doubtless are aware, which would relieve the Federal Bureau of Inves- 
tigation of investigating a lot of our people and would turn it over to 
the Civil Service Commission. 

The Federal Bureau of Investigation introduced the bill. 

Senator Maysanxk. Where? 
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Mr. Dean. It is law now. 

Senator Maypank. The reason [ ask is that we are not supposed 
to legislate in an appropriation bill. We will have to suspend the 
rules to do this. 

— Dean. The question that is not answered by acting on this 

: Do you still want a background investigation of fellows? 

“y do not think the Federal Bureau of Investigation should be doing 
it personally. 

Senator MayBank. Who should be doing it? 

Mr. Dean. The Civil Service Commission, as they will be doing 
under this act which has become law, 

Senator MayBank. How are we going to change the law in the 
Senate unless we suspend the rules? 

Mr. Houuts. I believe the requirement for the FBI investigation 
stems from the Appropriation Act. 

Senator MayBank. The House can legislate on an appropriation 
bill but the Senate cannot. 

Senator Savronstauu. I think, Mr. Dean, this rose originally, if 
my memory is right, from the way these fellows were originally chosen. 
That was before you came in. 

(Discussion off the record.) 


STATE TAXATION OF CONTRACTORS ON FEDERAL CONTRACTS 


Senator MayBank. Now, I have been receiving letters from people 
on the subject of payment of sales and use taxes by the contractors 
I have told them that the Senate Appropriations Committee cannot 
legislate in an appropriation bill. 

Mr. Houurs. There has been a meeting, Senator, before the Joint 
Committee on Atomic Energy. I believe also that Senator Knowland 
introduced a bill which has been referred to the Finance Committee. 

Senator ELLENDER. To do what? 

Senator Mayspank. To make the contractors subject to State 
taxation. 

Senator ELLENDER. You mean on the things you buy? 

Mr. Hoxtuts. The problem, Senator, is with respect to the items 
that are bought by the cost-plus-fixed-fee contractors. The question 
is as to the applic ability of the sales and use taxes on those purchases 
which are, in turn, reimbursed by the Commission or the Govern- 
ment. The Supreme Court held under the act the contractors were 
exempt from the taxes. 

Senator Maypank. In other words, if they put the taxes on the 
contractors, the contractors would not pay them, the Government 
would pay them. Of course, the State raises the question for me that 
perhaps they will exempt the contractors of the Navy, the Army, 
and the Air Force. 

Am I right in my judgment that they would not have any similar 
problem to what you have, because they have no contracts in the 
Army and Navy such as you have? 

Mr. Boyur. Yes, some of them do have cost-plus-fixed-fee contracts. 

Senator Mayank. Are they exempt? 

Mr. Hous. This decision steams entirely from the language of the 
Atomic Energy Act 
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Senator MayBank. And only the Atomic Energy Commission con- 
tractors are exempt? 

Mr. Houurs. That is correct. 

Senator MaysBank. | wanted to get that straight for the record. 

Is that your opinion? 

Mr. Houuts. That is right, sir, 

Senator MAYBANK. What about these towns that you operate, such 
as Oak Ridge. Would they be subject to taxes? 

Mr. Hous. I would have to say this. I do not know exactly what 
the implications are. 

Senator SALTONSTALL. Am I not right in saying that they would be 
exempt from ts uxes because they are on the United States Government- 
owned property? 

Mr. Houuts. Real estate taxes, yes. 

Senator MAayBANK. They have been talking to me about sales 
taxes. 

Mr. Houuis. You are right, Senator. 

Senator MayBank. If the town of Oak Ridge was subject to taxes 
on various things. In the end the Government would have to appro- 
priate that much more money to pay for the sales tax. So in the end 
it is not the contractor or business men who pay the taxes; it is the 
United States Government paying taxes on what they are doing. 

Mr. Houuts. | agree with the factual statement, Senator. 

Senator Maypank. That is all I want. I do not want any long 
legal opinion. 

“Mr. Houuis. I tell vou frankly what I am concerned about in my 
response is that [am not sure what the implications of the Supreme 
Court decision are going to be in various kinds of taxes. 

Insofar as sales and use taxes are concerned on our cost type con- 
tractors, the Supreme Court decision is holding 

Senator Maypank. To the best of vour knowledge, has anybody 
tried to use the Supreme Court decision except the Atomic Energy 
Commission? 

Mr. Houurs. No, sir. We are the only one, because it is based on 
the language of our statute. 

Mr. Boyer. May we complete the record on the amendments? 
There was a paragraph that was not reviewed by Mr. MeCarthy, 
which should be in the record. 


LIMITATION ON TRANSFER OF FUNDS 


Mr. McCartruy. Amendment 16 had two paragraphs, Mr. Chair- 
man. 

I mentioned the one about the accounting. 

The other one is a provision which would permit not to exceed 
percent of either appropriation to be transferred to either of the other. 

This one was discussed with the Bureau of the Budget and is men- 
tioned in the letter from the Director attached to our appeal. This 
provision stems mainly from our concern with the two appropriations 
as to the items which we have covered and the covering language 
in each appropriation. 

We do have, for instance, a problem such as this where a research 
contract which we have shown in our operating budget may require 
some equipment. 
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We have not worked out with the General Accounting Office 
as yet— 

Senator SALTONSTALL. What you are saying is that this is setting 
up a new system of books and you want enough leeway up to 5 per- 
cent to juggle between accounts in the first year? 

Mr. McCarrnuy. To properly charge to the correct appropriation, 
to assure if the General Accounting Office decides it is the other one, 
we can make the transfer. 

Senator SALTONSTALL. You are willing to go ahead on this new 
accounting basis, even though you do not do it with optimism and 
good will? 

Mr. McCarrny. Yes, sir. 

Senator Maybank. When do you expect to get through at Savannah 
River? 

Mr. Dean. I will ask Mr. Cook. 

(Discussion off the record.) 

Mr. Dean. But this does not mean that fissionable material will 
not be coming out of some of the areas prior to that time. 

You are talking about the completion of the entire project. 

Senator MaysBank. In other words, you have 42,000 people there 
now? 

Mr. Cook. On the Savannah River plant there are 29,000 or 30,000 
people at this time. But the peak employment has not been reached. 

Senator MayBank. When will it be reached? 

Mr. Cook. Peak employment will be 3 to 6 months from now. 

Senator MayBanxk. The meeting will stand in recess until 10 o’clock 
in the morning. 

(Whereupon, at 4:30 p. m., Thursday, May 1, 1952, the hearing 
was recessed until 10 a. m., Friday, May 2, 1952.) 





